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INTRODUCTION TO THE PUBLIC ACCOUNTS 


Nature of the Public Accounts 


The Public Accounts is the report of the Government 
of Canada prepared each fiscal year by the Receiver 
General as required by Section 55 of the Financial 
Administration Act. 


The report covers the fiscal year of the Government, 
which ends on March 31, and is prepared from data 
contained in the accounts of Canada and from more 
detailed records maintained in departments and agen- 
cies. The accounts of Canada is the centralized record of 
the Government’s financial transactions maintained by 
the Receiver General in which the transactions of all 
departments and agencies are summarized. Each 
department and agency is responsible for reconciling its 
accounts to the control accounts of the Receiver Gen- 
eral, and for maintaining detailed records of the transac- 
tions in their accounts. 


The report covers the financial transactions of the 
Government during the year. In certain cases, parlia- 
mentary authority to undertake transactions was 
provided by legislation approved in earlier years. 
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Format of the Public Accounts 
The Public Accounts is produced in three volumes. 


Volume I presents a summary analysis of the financial 
transactions of the Government. Volume II is published 
in two parts. Part I presents the financial operations of 
the Government, segregated by ministry while Part II 
presents additional information and analyses. 


Volume III responds to Section 153(1) of Part XII of 
the Financial Administration Act. In it, the President of 
the Treasury Board provides Parliament with an annual 
consolidated report on the businesses and activities of all 
parent Crown corporations. The report includes a list 
naming, as of a specified date, all Crown corporations 
and all corporations of which any shares are held by, on 
behalf of or in trust for the Crown or any Crown 
corporation. Employment and financial data, including 
aggregate borrowings of parent Crown corporations and 
other information, are also provided. 


THE PRESIDENT’S MESSAGE 


I am pleased to present the fifth consolidated Annual Report to Parliament on the businesses and activities of 
parent Crown corporations.! 


The control and accountability framework that governs Crown corporations, comprising Part X (formerly Part 
XII) of the Financial Administration Act (FAA) and its regulations, has been in place for four years. Considerable 
progress has been made towards the objective of improving the management of Crown corporations, which 
Parliament envisaged when it amended the FAA in 1984. 


In the paragraphs that follow, I have highlighted some of the developments in the Crown corporation environment 
over the last year. These include information on specific corporations, privatization initiatives, official languages 
and employment equity programs, as well as changes that have occurred in the government’s holdings in mixed and 
joint enterprise corporations. 


The report is divided into two parts: 
Part I provides consolidated financial data on all parent Crown corporations, as reported by each corporation 


at its financial year-end on or before July 31, 1988, along with other corporation-specific and aggregated 
information. 


Part II lists all wholly-owned corporations and other corporate interests of Canada, and provides supplemen- 
tary information about them. 


OVERVIEW 


As of September 1, 1988, there were 52 parent Crown corporations. Forty-four of these are listed in Schedule III 
(formerly Schedule C) of the FAA, and are therefore required to conduct their businesses and activities in a manner 
consistent with Part X of the FAA and its related regulations. The remaining eight are exempt from divisions I to 
IV of Part X of the FAA. 


In addition, three subsidiary corporations have been directed by the Governor in Council to report their affairs as 


if they were listed in Schedule III: Petro-Canada International Assistance Corporation and two of the three 
subsidiaries of Canada Lands Company Limited. The Order regarding the third subsidiary, Vieux-Port de Québec, 


was rescinded in March 1988 in anticipation of the corporation transferring its activities to Public Works Canada 
and subsequent dissolution of the company. Two of the 44 corporations listed in Schedule III are in the process of 


being dissolved: Canadian National (West Indies) Steamships, Ltd. and Mingan Associates Limited. 


At the close of the financial period reported by parent Crown corporations’, their combined total assets were $58 
billion and employment totalled 169,000. Combined debt to the private sector totalled $19.5 billion and their debt to 
Canada $15.3 billion. Cash budgetary payments from Canada to corporations during the period totalled $5.1 
billion. 


In the report period, combined total assets declined by $2.2 billion, down four per cent from last year, due 
primarily to the reduction in assets of four corporations: the value of Farm Credit Corporation’s portfolio of loans 
decreased because of allowance for bad debts; Canada Deposit Insurance Corporation modified its accounting 
practices; Export Development Corporation’s level of new business decreased; and The Canadian Wheat Board 
reduced its grain inventory. 


1. Pursuant to subsection 151(1) of Part X (formerly s. 153(1) of Part XII) of the Financial Administration Act (R.S.C. 1985, c. F-11) 


2. The Bank of Canada is excluded from these data. 
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Employment declined by 12,000, down seven per cent from last year. Employment in Canadian National 
Railways fell by 5,000, or 11 per cent, due in large part to the sale of subsidiaries; Teleglobe Canada’s 1,100 
employees became private sector employees with the sale of this business; and employment in Canada Post 
Corporation was reduced by 3,500, or seven per cent. 


Debt to the private sector declined by $1.3 billion, to seven per cent below last year. Canada Deposit Insurance 
Corporation discharged debt with cash from some of the assets it has had to assume from failed institutions and 
with new borrowings from Canada. Farm Credit Corporation also discharged debt through federal loans. Canadian 
National Railways was able to pay down debt, as was The Canadian Wheat Board. 


The total of budgetary cash payments from Canada to the corporations was up $0.4 billion, or 9 per cent higher 
than in the previous year. A few corporations, including Atomic Energy of Canada Limited, Canada Post 
Corporation and Cape Breton Development Corporation, received less cash than in the prior period but payments 
increased to other corporations, notably in the housing and agricultural fields, channelled through Canada 


Mortgage and Housing Corporation, Farm Credit Corporation and The Canadian Wheat Board. 
CORPORATE HIGHLIGHTS 


Privatization initiatives again played an important role during the period covered by this report. These and other 
significant developments that affected specific corporations during the year included the following: 


On April 12, 1988, the Honourable Don Mazankowski, in his capacity as Minister responsible for Privatization 
and Regulatory Affairs, announced that shares in Air Canada would be made available to the public. Bill C-129, 
authorizing this initiative, received Royal Assent on August 18, 1988. On August 25, 1988, the company filed a 
preliminary prospectus for the initial sale to the public of up to 45 per cent of the company’s common shares. 


The government has announced its intention to proceed with the privatization of the Radiochemical Company 
and Medical Products Division of Atomic Energy of Canada Limited. Steps are under way to make these two 
divisions into separate corporations and transfer them to the Canada Development Investment Corporation in 
preparation for privatization. 


The government’s remaining 7.5 million shares in the Canada Development Corporation were sold in October 
1987 for $102.9 million. 


The intention to merge, and subsequently privatize, the assets of Eldorado Nuclear Limited (Eldorado) and 
Saskatchewan Mining Development Corporation (SMDC) was announced on February 22, 1988. Legislation to 
proceed with the reorganization and divestiture received Royal Assent on July 28, 1988. Initially, Canada’s 38.5 per 
cent interest in the new company—Cameco (a Canadian mining and energy corporation)—will be held by 
Eldorado, which will continue as a wholly-owned subsidiary of the Canada Development Investment Corporation. 
The remaining shares will be held by SMDC. Both companies will dispose of their respective interests, on behalf of 
their governments, over a seven-year period, market conditions permitting. 


Canada Lands Company (Vieux-Port de Québec) Limited ceased operations on March 31, 1988. Residual 
properties are being managed by Public Works Canada. 


Canada Post Corporation continued to make progress towards the goal of financial self-sufficiency. The 
corporation’s loss from operations, including amortization of extraordinary restructuring costs, was $38 million, or 
one per cent of its total expenses in 1987-88, down from $129 million in 1986-87. Mail volumes continued to grow 
slightly in spite of two national postal strikes. 


With freight tonnage up .6 per cent and a reduction in operating costs, the Canadian National Railway Company 
(CN) earned a net income of $120.6 million in 1987, a turnaround of $207 million from its 1986 loss. CN Hotels’ 
chain of nine hotels was sold in March 1988 for $240 million plus working capital of $5 million. Proceeds from the 
sales of CN Hotels, Terra Nova Telecommunications Inc. ($170 million) and Northwestel Inc. ($200 million), all 
wholly-owned subsidiaries of CN, will be used to reduce long-term debt. 
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New appointments were made to the board of directors and executive management of the Farm Credit 
Corporation during the past year. The corporation lost $511.8 million in 1987-88, mainly because the value of its 
loans and real estate holdings was reassessed. On July 21, 1988, the Minister of Agriculture announced that the 
government intends to provide a $400-million equity contribution as part of a long-term plan being developed for 
the corporation’s future operations. 


Ownership of the Northwest Territories’ portion of the Northern Canada Power Commission was transferred to 
the territorial government in May 1988 for $53 million. 


Petro-Canada’s financial performance improved, with earnings increasing by 40 per cent to $172 million and cash 
flow increasing by 9 per cent to $778 million. Oil and gas production rose while operating costs declined. The 
successful Olympic Torch Relay promotion built customer support and loyalty at the retail level. Delineation 
drilling at Terra Nova (offshore Newfoundland) produced very promising results, and the second phase of the Wolf 
Lake oil sands project was begun. 


Bill C-46 was passed in December 1987, amending the Royal Canadian Mint Act (RCMA) and the Currency 
Act. The amendments restructured the Mint’s financial affairs to conform more closely to those of a private sector, 
commercially oriented corporation and transferred certain technical provisions relating to Canadian coinage from 
the Currency Act to the RCMA. 


Eight million purchase warrants in Varity Corporation were sold in December 1987 for $3.2 million. 
OFFICIAL LANGUAGES 


Crown corporations are subject to the new Official Languages Act, which received Royal Assent on July 28, 
1988, in particular to its provisions concerning communications with and services to the public, language of work, 
and equitable participation of English-speaking and French-speaking Canadians. 


In accordance with the Treasury Board’s responsibilities under the new Act, the Treasury Board Secretariat will 
work together with the corporations to ensure the effective implementation of the Act. 


EMPLOYMENT EQUITY 


Crown corporations have been challenged by Treasury Board to be the leaders for the federally regulated business 
sector with respect to employment equity and, as a minimum, achieve a workforce representation reflective of the 
Canadian workforce in general for the designated groups: women, aboriginal peoples, disabled persons and visible 
minorities. 


Crown corporations are required to submit detailed statistical data on the composition of their workforces as well 
as action plans and progress reports on the implementation of employment equity. Their first statistical reports, for 
the calendar year ending December 1986, showed a total workforce population of 184,593 employees and, based on 
results from self-identification surveys, there were 26.4 per cent women, 0.7 per cent aboriginal peoples, 1.8 per cent 
disabled persons and 6.4 per cent visible minority groups. 


In their accompanying three-year action plans for the period 1987-1990, Crown corporations proposed numerical 
targets to improve the representation of these groups. These plans were subsequently reviewed by Treasury Board 
ministers and approved, or approved with specific modifications. 


Action plans for 1988-1991 were also received during the period covered by this report and included a first-year 
report on progress in achieving numerical targets in 1987, as well as in the elimination of systemic barriers in 
employment systems. These are currently undergoing review. 


Pursuant to the Employment Equity Act, detailed statistical data on Crown corporations will be available 
through major public libraries. 


MIXED AND JOINT ENTERPRISE CORPORATIONS 
There are now 11 mixed and joint enterprise corporations, a reduction of two since the last report. 


As of July 1988, Canada’s investment in these corporations was valued at approximately $162 million, a 
reduction of $93 million or 36 per cent since April 1, 1987. This reduction was due essentially to the sale of 
Canada’s remaining shares in the Canada Development Corporation. In December 1987, in a step towards another 
privatization, Canada reorganized its interests in National Sea Products Limited (NSP). This was accomplished by 
winding up the parent holding company, N.S. Holdco Limited, in order to own shares in NSP directly. 


CONCLUSION 


Privatization issues were again predominant during the report period as the government continued to honour its 
commitment to divest itself of any interests that are commercially viable and no longer serve the public policy 
purposes for which they were created. The government sold its holdings in four companies and commenced several 
new initiatives. In addition, Canada Development Investment Corporation is currently reviewing the government’s 
investment in National Sea Products and Varity Corporation. The review of other Crown holdings as potential . 
candidates for privatization continues on the basis of a thorough review of all of the policy issues and interests 
involved. 


The government’s employment equity program is now well under way in Crown corporations, and we look 
forward to seeing positive changes in the representation of designated group members within this sector’s corporate 
workforce. 


The new Official Languages Act imposes new responsibilities on Crown corporations. The Treasury Board 
Secretariat will be working closely with them to ensure necessary changes are implemented with all deliberate 
speed. 


Pat Carney 


Ottawa, Canada 
September 15, 1988 
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PUBLIC ACCOUNTS, 1987-88 3 


1. INTRODUCTION TO PART I 


Part I of this Annual Report is a document of record on the financial affairs of all parent Crown corporations, 
comprised as follows: 


e¢ Tables 1 and 2 respond to subsection 151(3)(b) of the Financial Administration Act (FAA) in presenting for 57 
Crown corporations aggregate financial and employment data relative to their individual financial years. The 57 
are: 


¢ 46 parent Crown corporations listed in schedule III of the FAA in the twelve months ending July 31, 1988; 


e four subsidiaries of listed corporations which, by Orders pursuant to s. 86(2) of the FAA, were required to 
report their affairs as if they were parent Crown corporations; and, 


e¢ seven parent Crown corporations which, by s. 85(1) of the FAA are exempted from the provisions of 
divisions I to IV of Part X of the FAA. The eighth exempt corporation, the Bank of Canada, is excluded 
from these tables because of the unique nature of its assets, liabilities, etc. 


e Table 3 presents financial data for the same 57 corporations but, in contrast to the previous tables, all of the 
data are as at the single date March 31, 1988. 


e Audited financial statements for the period covered by the report for each of the above 57 corporations and for 
the Bank of Canada. The statements of Canagrex to October 8, 1987 are also provided; this corporation is not 
listed in the tables because it was dissolved on that date. 


¢ A Summary Page for each corporation precedes its financial statements. This page presents a financial 
summary of several years’ performance of the particular corporation, along with basic information about the 
corporation. 


NOTE 
References to law in this Report; the Revised Statutes of Canada, 1985 (R.S.C. 1985). 


The references to specific law in the text and tables and Summary Pages in this Report are mostly changed relative 
to previous Reports. This results from the coming into force of the Revised Statutes of Canada, 1985 Act, which 
repealed the Revised Statutes of 1970. 


The revision comprises more than the gathering up of statutes enacted since 1970; for example, the Financial 
Administration Act (FAA) has been changed substantially in format, though not of course in content. 


Changes of FAA format which are significant when Crown corporations’ affairs are at issue include: 


e the Part of this Act which provides the control and accountability regime for these corporations is no longer 
Part XII. It has become Part X; 


e the Schedules to this Act which list corporations and define their status under the Act, have been changed 
from Schedules A, B and C to Schedules I, II and III. Thus, the schedule listing the competitive and self- 
sustaining corporations is now Schedule III, Part I; 


e¢ most sections of the Act have new numbering and integration of the wording in some of them has eliminated 
some subsections. Thus, the provision that aggregate financial and employment data of parent Crown 
corporations be reported to Parliament annually was subsection 153(3)(b) and has become s. 151(3)(b) and 
the provision which authorizes the creation of reserves in the Accounts of Canada which was s. 54(2)(b) has 
become s. 63(2). 


A Table of Concordance has been published by the Queen’s Printer for Canada. This document relates the 
chapters and sections (but, not subsections) of R.S.C. 1985 to those of R.S.C. 1970 and those of S.C. 1970-71-72 
through S.C. 1984, excepting repealed or spent Acts or Acts no longer having general application. 
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PUBLIC ACCOUNTS, 1987-88 


2. PARENT CROWN CORPORATION DATA ON INDIVIDUAL 
FINANCIAL YEAR BASIS 


Tables 1 and 2 


Tables 1 and 2, which follow, respond to the requirement in the 
Financial Administration Act (FAA) that financial data, including 
employment and aggregate borrowing by corporations, be reported. The 
Act calls for data for individual corporations “for their financial years 
ending on or before July 31,” 1988, and totals of these data, therefore, do 
not relate to a single 12-month period. 


Data are presented for 57 corporations comprising: 46 corporations 
which were listed in schedule III of the FAA in the report period; four 
subsidiaries, being Petro-Canada International Assistance Corporation 
and three subsidiaries of Canada Lands Company Limited, all of which 
had been directed to report as if they were parent corporations, and seven 
of the eight corporations which, pursuant to s. 85 of the FAA, are 
exempted from scheduling. The other exempt corporation, the Bank of 
Canada, is excluded from the tables because of the unique nature of its 
financial data (see its Summary Page). 


Reporting of data is on the following principles: 


e Year-end dates: December year-ends relate to 1987; other year-ends 
relate to 1988, except for three corporations. See Note 2. 


e¢ Employment data describe the number of full-time employees. They 
relate to the parent corporation and all its subsidiaries. Special cases 
are listed in Note 5. Bank of Canada (2,200 employees) is excluded. 


e Net new borrowing data comprise changes during the financial 
period in outstanding principal amounts of capital leases and long- 
term and short-term borrowings. The data are essentially on cash 
basis. To the extent possible, they do not include adjustments for 
exchange rate variations and they take no account of forgiving of 
debt by Canada (important in 1987-88), or of transfer of assets and 
related debts such as those occurring between the port administra- 
tions. 


e Budgetary funding from Canada comprises cash paid to the parent 
corporation and, as well, that paid directly to its subsidiaries. 
Payments for which a class or kind of recipient is eligible are 
excluded from these data. (Examples of such exclusions are 
Petroleum Incentive Payments and those for Rehabilitation of 
Prairie Branch Railway Lines.) Canada Post data include cultural 
and special mail subsidies (in contrast to the data on its Summary 
Page). 


e Shareholder’s equity. For four corporations, Canadian Dairy 
Commission, Canada Council, The Canadian Wheat Board and 
Freshwater Fish Marketing Corporation, the corporate mandate and 
operation cause the excess of assets over liabilities to be surplus 
which is due to clients and not Equity of Canada. 
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Notes to Tables 1 and 2 


Petro-Canada International Assistance Corporation and three subsidiaries of Canada Lands Company Limited 
are shown amongst III-I corporations since, though not scheduled in the report period, they had been directed, 
pursuant to s. 86(2) of the FAA, to report their affairs as if they were (III-I) parent Crown corporations. 


Financial year ends; exceptional cases. 


Financial data presented are from audited financial statements for a period other than the report period, as 
follows: 


— Canadian Dairy Commission - 12 months ending July 31, 1987 
— The Canadian Wheat Board - 12 months ending July 31, 1987 and, 


the financial data of National Arts Centre Corporation relates to its financial year ending August 31, 1987, as 
envisaged by the provisions of law which call for this report. 


The equity value for Canada Deposit Insurance Corporation takes account of the position of its Deposit 
Insurance Fund. 


Funding data for Export Development Corporation are Corporate Account data. Budgetary funding to Canada 
Post Corporation includes cultural and special mail subsidies. 


Employment data: 


e for Canadian Dairy Commission, Freshwater Fish Marketing Corporation, National Arts Centre 
Corporation and The Canadian Wheat Board are as at December 31, 1987. 


e for Canada Development Investment Corporation comprises employment in Eldorado Nuclear Limited and 
that in the parent corporation. 


e for Canada Ports Corporation do not include employment in the local port corporations named in these 
Tables. 


e for the four Pilotage Authorities include contract pilots. 
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3. PARENT CROWN CORPORATION DATA AS AT MARCH 31, 


1988 


Table 3 


This table provides basic information about the 57 corporations listed 
in tables 1 and 2 but, in contrast to those tables, these data are as at a 


sing] 


e date, being March 31, 1988, the closing day of government’s 


financial year. 


The data comprise: 


values for Total Assets and for Obligations, being principal amounts 
outstanding of short and long-term borrowings, bank loans, notes 
issued and capital leases. Values are derived from audited financial 
statements or, where a corporation’s financial year ends on a date 
other than March 31, from schedules confirmed by the corporation’s 
auditors; and 


the value recorded in the accounts of Canada as the outstanding 
balance of loans, investments and advances made by Canada to each 
corporation. Subject to any related reserve created in those accounts 
to ensure fair presentation of the financial position of Canada, the 
value recorded is an asset of Canada. The aggregate of the reserves 
in place in respect of all of these corporations is noted at the foot of 
this column of data. 


Note: Obligations to the private sector of 


— The Canadian Wheat Board include financing provided by 
agents 


— Export Development Corporation are net of the corporation’s 
cash and securities held. 


— Petro-Canada include redeemable preferred shares of a 
subsidiary which could be a charge on the parent. 


Note for 1987-88; Forgiving of certain loans, investments and advances. 


In 1987-88, through Appropriation Acts No. 4 and No. 6, 1988, Canada forgave and wrote off $1.37 billion of loans 
and investments it had made to corporations listed in this table. Related unpaid interest was also forgiven. The loans 
totalled $0.38 billion. They were mostly long-standing debts of port corporations and were recorded as assets in 
Canada’s accounts. Since repayment of the loans was long ago judged to be unlikely a reserve in their full amount 
had been in place in those accounts for some years. 


1] 


The investments written off totalled $0.98 billion, being Canada’s equity in the St. Lawrence Seaway Authority and 
in Marine Atlantic Inc. plus relatively minor investments in a few other corporations. These assets of Canada also 
had been fully reserved against in its accounts since a conventional level of earnings from them was not a likely 


prospect. The effects of those forgivings are reflected in the third and fourth columns of data in Table 3, as follows: 


— Obligations to Canada reported by corporations have been reduced by the $0.38 billion principal 


amounts forgiven. 


— Canada’s recorded Joans, investments and advances have been reduced by $1.37 billion. However, 
since the related prior reserve has been reversed there is no effect upon the net recorded assets 
total. (Interest due to Canada is not recorded amongst Canada’s assets therefore forgiving it does 


not affect its balance sheet.) 
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4. SUMMARY PAGES AND THE AUDITED FINANCIAL STATEMENTS 
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Notes to Summary Pages 


A Summary Page precedes the audited financial statements of each of 
the Crown corporations (55 parents and 4 subsidiaries). 


Each Summary Page presents basic information about a corporation’s 
mandate, origins and present status and names the senior officers as of 
September 2, 1988. As well, a financial summary provides information 
such as obligations (which comprise long-term and short-term loan 
principal outstanding and other funding to be repaid, plus capital leases) 
and details of the cash provided to the corporation and its subsidiaries by 
Canada. The non-budgetary amounts displayed in the financial summary 
have included equity infusions as well as loan funding. 


Bracketed values () denote: for assets or equity, a deficit; 
for “cash from Canada, net’’, a net payment 
to the Consolidated Revenue Fund. 


When the word restated is shown for a year’s financial data, this 
indicates that changes made by the corporation in its audited financial 
data subsequent to the publication of its Annual Report for that year are 
reflected in the summary. 


17 


18 PUBLIC ACCOUNTS, 1987-88 
SUMMARY PAGE 


AIR CANADA 


MANDATE 


To provide a safe, reliable and efficient air transportation service, with powers to carry out other businesses incidental 
to the airline operation, having due regard to sound business principles and, in particular, the contemplation of profit. 


BACKGROUND 


The corporation began operations in 1937. Until 1978, it was a subsidiary of CNR. In 1987 its revenues totalled 
$3.13 billion; it employs 21,879 people. No federal funds have been invested in Air Canada since the conversion to 
equity in 1978 of $324 million of its debt obligations to Canada. On April 12, 1988 the government announced that it 
had decided to offer participation in the ownership of Air Canada to the public. and authority for this is provided in 
the Air Canada Public Participation Act which received Royal Asseat on August 18. 


CORPORATION DATA 

HEAD OFFICE 500 Dorchester Boulevard West 
Montreal, Quebec 
H2Z 1X5 

STATUS —Schedule III, Part Il 
—not an agent of Her Majesty 

APPROPRIATE MINISTER The Honourable Don Mazankowski, P.C., M.P. 
Deputy Prime Minister and President of the Privy Council 

YEAR AND MEANS OF 1937; by the Trans Canada Airlines Act, repealed and replaced by 

INCORPORATION Air Canada Act, (R.S.C. 1985, c. A-10), which was repealed by the 
Air Canada Public Participation Act (S.C. 1988, c. 44) on August 
25, 1988 when a certificate of continance under the Canada Business 
Corporations Act was issued to the corporation. 

CHIEF EXECUTIVE Pierre J. Jeanniot 

OFFICER 

CHAIRMAN Claude I. Taylor 

AUDITOR Thorne, Ernst & Whinney 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


1987 1986 1985 1984 


(restated ) (restated) 
At the end of the year 


Totals Assets eit adter ace dicancstieeee. cola ae once eee ee 3,085 Pag Ds: 255 2,495 

Oblisations to the private Sector ...:.., as sce ee 1,559 1,510 1,230 1,087 

Oblivations to Canad] su ssyeaerertt cae scence ae ee 154 176 196 228 

Bouipy of Canada in. 29 tein estes aa arce once encanta ees 599 BPs) 513 528 
Cash from Canada in the year 

SOUS Cb ALY ts oeet nt Eke cos eben niatacumn tia. ede: aR nee Re nil nil nil nil 


meTOMa DUC CLARY oe. adorned deck cette nece so eaten eae a i nil nil nil nil 
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AIR CANADA 


MANAGEMENT REPORT 


The consolidated financial statements contained in this annual 
report have been prepared by management in accordance with gener- 
ally accepted accounting principles and the integrity and objectivity of 
the data in these financial statements are management’s responsibility. 
Management is also responsible for all other information in the annual 
report and for ensuring that this information is consistent, where 
appropriate, with the information and data contained in the financial 
statements. 


In support of its responsibility, management maintains a system of 
internal control to provide reasonable assurance as to the reliability of 
financial information and the safeguarding of assets. The Corporation 
has an internal audit department whose functions include reviewing 
internal controls and their application, on an ongoing basis. 


The Board of Directors is responsible for ensuring that management 
fulfills its responsibilities for financial reporting and internal control 
and exercises this responsibility through the Audit Committee of the 
Board, which is composed of directors who are not employees of the 
Corporation. The Audit Committee meets with management, the 
internal auditors and the external auditors at least four times each 
year. 


The external auditors, Thorne Ernst & Whinney, conduct an 
independent examination, in accordance with generally accepted audit- 
ing standards, and express their opinion on the financial statements. 
Their examination includes a review and evaluation of the Corpora- 
tion’s system of internal control and appropriate tests and procedures 
to provide reasonable assurance that the financial statements are pre- 
sented fairly. The external auditors have full and free access to the 
Audit Committee of the Board and meet with it on a regular basis. 


Pierre J. Jeanniot 
President & Chief 
Executive Officer 


Denis J. Groom 
Executive Vice President 
& Chief Financial Officer 


CONSOLIDATED BALANCE SHEET DECEMBER 31 
(in millions of dollars) 
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AUDITORS’ REPORT 


TO THE HONOURABLE 
THE MINISTER OF TRANSPORT 


We have examined the consolidated balance sheet of Air Canada as 
at December 31, 1987 and the consolidated statements of income and 
retained earnings and changes in financial position for the year then 
ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the Corporation as at December 31, 1987 and 
the results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Further, we have examined the transactions of the Corporation and 
its subsidiaries that came to our notice in the course of the above-men- 
tioned examination of the consolidated financial statements of Air 
Canada for the year ended December 31, 1987 to determine whether 
they were in accordance with Part XII of the Financial Administration 
Act, its regulations, the Air Canada Act and the By-laws of the Corpo- 
ration. Our examination of these transactions was made in accordance 
with generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the cir- 
cumstances. In our opinion, these transactions were, in all significant 
respects, in compliance with the authorities specified. 


Thorne Ernst & Whinney 

Chartered Accountants 
Montreal, Canada 
February 17, 1988 


a eee 
TT 0 —_— oe. . 0. ooo 


ASSETS 1987 1986 
Current 
Cash and short-term investments .....0...0000.0cc cece cccsceee 22381 382.4 
Aceountssreceivablem eet S08 is erat Bett a 414.2 326.0 
Spare parts, materials and supplies ................cccccccccees 130.7 99.1 
Prepaid expenses see eerste... wee eee ee 16.2 155 
Deterredtincometaxess oe at ee 35.8 39.1 
820.0 860.1 
Property and equipment (Note 2), ..scsc-svencesees--ceeeeeees: 1,664.8 1,743.8 
Investment in other companies (Note 3).............ccccc000: 153.8 59.3 
Deferredicharses (INote4)imat.5 ee kee ee 351.6 259.7 
Goodwill (Note 10) ........00.0000.. Fs ATE ye ee 94.6 
3,084.8 2,922.9 


LIABILITIES 1987 1986 
Current 
Accounts payable and accrued liabilities .......0............ 426.6 384.9 
Advanicesticketsales 7,500. se ae rane eee ae 186.2 187.2 
Current portion of long-term debt and capital lease 
ObLISATIONS HM HARE: TAO. OO oe sal) 67.2 74.3 
680.0 646.4 
Long-term debt and capital lease obligations (Note 5) 1,097.5 1,063.6 
Otherlong-termiliabilitieseas Haye os pee es 28.2 22.1 
Deferred icreditsi(Notew)) see ee ee eee 334.5 301.3 
2,140.2 2,033.4 
Minorityinteresty. cee Seen eee 9.4 
Subordinated perpetual bonds (Note 8).............0........... 336.0 336.0 
SHAREHOLDER’S EQUITY 
Share capital 
Authorized: $750 million divided into shares of one 
thousand dollars each 
Issued and fully paid: 329,009 shares........0...0..cccecee. 329.0 329.0 
Retainediearningst esac er ee eee 270.2 224.5 
599.2 55a) 
3,084.8 2,922.9 


a 


See accompanying notes. 


On behalf of the Board: 


CLAUDE I. TAYLOR 
Chairman of the Board 


PIERRE J. JEANNIOT 
President & Chief Executive Officer 
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AIR CANADA—Continued 


CONSOLIDATED STATEMENT OF INCOME AND 
RETAINED EARNINGS 

YEAR ENDED DECEMBER 31 

(in millions of dollars) 


1987 1986 
Operating revenues 
PASSEN SET. eee eter nares erent ete steers 2,358.4 2,218.4 
Gar LOM er eens ere ener ren eer 412.0 354.1 
Otherne eye He VUA en FUE AEE ee aah Beet PCE Me, 360.7 3127 
3,131.1 2,885.2 
Operating expenses 
Salariesawages.andioenelitS ener tte fee ee 953.9 873.2 
(Aircratt. fuel vac: sce ota ene en atene e treatises 466.8 480.8 
Depreciation, amortization and obsolescence............. 192.1 189.0 
Othe tsccehers oeicat tee RA oe ee at eet ss beers ee 1,414.6 I PSL) 
3,027.4 PMN E) 
OperatinginCOMe xs cre tern ei ree 103.7 126.3 
Non-operating (income) expense 
Interest on long-term debt and capital lease obliga- 

TIONS ee rere ct seer cette Miner mee trees 129 125.4 
Gainconidisposal/of assets. ere eon es (30.4) (23.6) 
Other Ae AE EA POS ee BSS BAL Oe (51.0) (30.6) 

48.1 Tale2 
Income before income taxes and extraordinary items ... 55.6 Soul 
Provision for income taxes (Note 9) ............cccce eee 9.9 19.2 
Net income before extraordinary items ...........0.......20 45.7 3) 
Extraordinanyaitemsyccomre ete rt caren etre 4.5 
INCUINGOIMG ere eet eet rete Rete Reset ee nsec ee esata ss sretaene crests 45.7 40.4 
Retained earnings at beginning of year...................0.08. 224.5 184.1 
Retained earningsiatiend of year. niece ae 270.2 224.5 


See accompanying notes. 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 


1. Significant accounting policies 


(a) Consolidation 


The consolidated financial statements include the accounts of 
Air Canada and its subsidiaries, Touram Inc., enRoute Card 
Inc., enRoute Card International Inc., Air Ontario Inc., 
AirBC Limited, Express Messenger Systems, Inc., Northern 
Express Messenger Systems Ltd., and Gelco Express Lim- 
ited. All inter-company transactions have been eliminated. 


Investment in other companies is accounted for on the equity 
basis. 


The excess of the acquisition cost of investment in subsidiar- 
ies and other companies over the Corporation’s proportionate 
share of the underlying value of the net assets at dates of 
acquisition is recorded as goodwill and is amortized over peri- 
ods not exceeding 25 years. 


(b) Foreign currency translation 


Monetary assets and liabilities in foreign currencies, with the 
exception of subordinated perpetual bonds, are translated at 
month-end exchange rates. Gains or losses are included in 
income of the year, except gains or losses relating to long- 
term debt or capital lease obligations which are deferred and 
amortized over the remaining life of the debt or obligation. 
Other assets and liabilities, subordinated perpetual bonds and 
items affecting income are converted at rates of exchange in 
effect at the date of the transaction. 
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CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 

YEAR ENDED DECEMBER 31 

(in millions of dollars) 


1987 1986 
Cash provided by (used for) 
Operations 
Net income before extraordinary items .................. 45.7 Bo 
ExtraordinarypitemSrtiereeeee eases case tee eee 6.5 
Non-cash items included in net income................... 96.8 148.3 
Income:results”.. ates. te. mateo cere eee 142.5 190.7 
GChangesininet trade balancesi. cea: paet oe (35.2) 11.9 
Increase in spare parts, materials and supplies....... (31.0) (12.7) 
Increase (decrease) in advance ticket sales............. (2.8) 16.1 
Others A0ne LAE ae eS ee (3.7) (16.0) 
69.8 190.0 
Financing 
Repayment of long-term debt and capital lease 
obligationsistr:...2.75 8. Mire... Eee 8 (139.0) (129.3) 
Long-termiborrowingsta- sere. eeerattee men 76.1 9.1 
Debt'defeasance. (0-8. aise re (5.9) (268.7) 
Subordinated perpetual bonds ..............0..:cce ee 336.0 
Other Ly, See EY ae eh bee ENE es eee (29.1) (9.1) 
(97.9) (62.0) 
Investments 
Proceeds from disposal of assets ................:0:ccee 293.6 294.2 
Investment in subsidiaries and other companies .... (232.1) (18.5) 
Additionsitomixed:assetsiert.. ee dactee. oe eee (198.7) (87.1) 
Dividendsireceivediee... fs. ee 40s eee 6.0 355 
(131.2) 192.1 
Increase (decrease) in cash position .............0.00:ee (159.3) 320.1 
Cash position at beginning of year 0.0.00... es 382.4 62.3 
@ashypositionvatend oli veatiata acest eter ne 223 382.4 


Cash position consists of cash and short-term investments. 
See accompanying notes. 


(c) Spare parts, materials and supplies 


(d 


— 


(e) 


(f) 


Spare parts, materials and supplies are valued at average 
cost. A provision for the obsolescence of flight equipment 
spare parts is accumulated over the estimated service lives of 
the related flight equipment. 


Gains on sale and leaseback of assets 


Gains on sale and leaseback of assets are deferred and amor- 
tized to income over the term of the leases as a reduction in 
rental expense. 


Airline revenue 


Airline passenger and cargo sales are recognized as operating 
revenues when the transportation is provided. The value of 
unused transportation is included in current liabilities. 


Pension expense 


Pension expense consists of the actuarially computed costs 
using management’s best estimate assumptions of the pension 
benefits in respect of the current year’s service, imputed 
interest on plan assets and pension obligations, and straight- 
line amortization of experience gains or losses, assumption 
changes and plan amendments, over the average remaining 
service life of the employee group. 
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AIR CANADA—Continued 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS —Continued 
(g) Maintenance 


Maintenance and repairs are charged to operating expense as 
incurred, except for significant modification costs which are 
capitalized. 


(h 


wm 


Depreciation and amortization 


Operating property and equipment, including assets under 
capital lease, are depreciated or amortized to estimated 
residual value based on the straight-line method over their 
estimated service lives. Estimated service lives for flight 
equipment range from 12 to 20 years, except when extended 
by significant modifications. Estimated service lives for other 
property and equipment range from 3 to 40 years. 


(i 


a 


Interest capitalized 


Interest on funds used to finance the acquisition of new flight 
equipment and other property and equipment is capitalized 
for periods preceding the dates the assets are put into service. 


Investment tax credits 


G 


— 


Investment tax credits related to assets acquired prior to 
1985 are recognized in income net of applicable deferred 
income taxes, using the flow through method in the year in 
which the credits are claimed for tax purposes. Investment 
tax credits related to assets acquired after 1984 are recog- 
nized as a reduction of the cost of property and equipment in 
the year of acquisition. 


2. Property and equipment 


1987 1986 
$ $ 
Cost 
Elightcquipmentase. ya eee eee 2,066.0 2,097.0 
Flight equipment under capital lease ................. 256.6 292.3 
2,322.6 2,389.3 
Other property and equipment...........0....0..0000.. 702.9 720.6 


3,025.5 3,109.9 
Accumulated depreciation and amortization 


lightequipmentaescr. care eee eee 810.6 738.7 
Flight equipment under capital lease ................. 204.7 218.2 

1,015.3 956.9 
Other property and equipment..........0...0.cccce. 446.7 424.4 


1,462.0 1,381.3 
IES 6355 1,728.6 
EQOSressipaymentSr ne Oe ee tee. 101.3 152 
INGE DOOKAVAl he Metre, netre ered te a 1,664.8 1,743.8 


Interest capitalized during the year amounted to $2.9 
(1986—$2.9) 


3. Investment in other companies 


Investment in other companies includes GPA Group Limited 
(24.7%), The Gemini Group Limited Partnership (50.0%), and 
other companies (30.3% to 50.0%). The Corporation’s share of the 
earnings of these companies has been included in other non-oper- 
ating income and amounted to $25.7 (1986—$12.7). 


21 
. Deferred charges 
1987 1986 
$ $ 
Foreign currency exchange losses on long-term debt .. 151.0 158.8 
Employer pension plan contributions in excess of 
AMOUNtSINCLUGEOM IND COM Cee mene eer ne ee 115.1 Sy 7 
Bondbissue costsoeuancc re ome ener een ern a 49.3 22.8 
Otheree ee ee hase. ee ee ee re 36.2 26.9 


SN | PRET 


Amortization of deferred charges for the year amounted to 
$22.3 (1986—$33.3) 


. Long-term debt and capital lease obligations 


Final Interest 
Long-term debt Maturity rate (%) 1987 1986 
$ $ 
WiSidollan(a) ees 1991-96 8.0-9.7 451.5 586.0 
Canadian dollar 
Government of 
Ganadaiesne: 1993 ee: 153.6 175.6 
Others shes 1990-2000 Various 125.6 
Swiss franc (b)............ 1992-95 5.5-6.25 204.5 GA 
German mark (c)........ 1992-93 7.38-9.0 165.5 143.5 
Japanese yen (d).......... 1995 ES 160.8 130.9 
U.K. sterling (e) ......... 1994 11e25, 70.0 70.0 
Rrenchiiranices eet 1993 QM) 29.1 31.6 
1,360.6 1,308.8 
Deferred foreign 
exchange (c)............ (68.1) 
In-substance defeas- 
ance (Note 6).......... (159.3) (180.1) 
Net long-term debt..... 1133.2 1,128.7 
Capital lease obliga- 
tions 
Future minimum 
lease payments 
net of amounts 
defeased (Note 
6) Perens 23.3 42.0 
Interest and hold- 
backs... 222s (8.2) (10.9) 


Net present value 

of capital lease 
obligations ........... 15.1 SLi 

Net long-term debt 

and capital lease 
obligations............... 1,148.3 1,159.8 
Current portion........... (67.2) (74.3) 

Net value of related 

long-term forward 
exchange contracts . 16.4 (21.9) 


1,097.5 1,063.6 


Subsidiaries’ debt totalling $118.2 has been secured by certain 
of their assets. All other debt is unsecured. The Corporation has 
revolving and term credit agreements totalling $200 with two 
Canadian chartered banks. The revolving and term periods are 
three and five years respectively. As at December 31, 1987 there 
were no outstanding drawings against these agreements. 


Capital leases are recorded at the present value of the lease 
payments using the interest rate implicit in the lease. The average 
implicit interest rate of these obligations is 7.6% and their expiry 
dates are from 1989 to 1991. 
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AIR CANADA—Continued 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS—Continued 


(a) Essentially all the U.S. debt is covered by long-term U.S. 
currency forward exchange contracts. 


The Corporation has entered into interest rate swap agree- 
ments expiring in 1988 and 1990 aggregating U.S. $150 in 
notional principal. The Corporation has assumed the variable 
interest rate position adjusted quarterly to the prevailing 
LIBOR rate against an average 10.15% fixed interest rate 
position assumed by third parties. 


In September 1987, the Corporation concluded an agreement 
with a Swiss bank pursuant to which it issued to the bank 
SFR 200 million of 5%% 15 year bonds in consideration for 
which the bank will convert the existing SFR 200 million 
long-term debt into these bonds and fund the interest pay- 
ment requirement on these bonds until conversion in 1988. 
The principal component of these bonds will be recorded in 
the accounts upon actual conversion and until such time, the 
Corporation will be contingently liable for such obligations. 
These bonds are unsecured and may be called at a premium 
until 1997 and at par thereafter. 

(c) In February 1987, the Corporation concluded an agreement 
with a German bank pursuant to which it issued to the bank 
German Mark 200 million of 6 ¥s% interest adjustable subor- 
dinated perpetual bonds in consideration for which the bank 
will convert the existing German Mark 200 million long-term 
debt into these subordinated perpetual bonds and fund the 
interest payment requirements on these perpetual bonds until 
conversion in 1992 and 1993. The principal component of the 
subordinated perpetual bonds will be recorded in the 
accounts upon actual conversion and until such time, the 
Corporation will be contingently liable for such obligations. 
The perpetual bonds are unsecured. The interest rate will be 
6 ¥% until 1994 and reset for each subsequent 3 year period 
based on an interest rate index. The perpetual bonds may be 
called by the Corporation on each interest rate reset date at 
par. As a result of this transaction, the deferred foreign 
exchange position in respect of the German Mark 200 million 
of existing long-term debt ($68.1 deferred loss as at Decem- 
ber 31, 1987) is no longer amortized to income. Upon conver- 
sion, any then existing deferred foreign exchange gain or loss 
will be applied against the value of the perpetual bonds. 

(d) In October 1987, the Corporation concluded an agreement 
with a financial institution pursuant to which it issued JYE 
15 billion of 5.8% interest adjustable 20 year notes in con- 
sideration for which the institution will convert the existing 
JYE 15 billion long-term debt into these notes and fund the 
interest payment requirements on these notes until conversion 
in 1990. The principal component of these notes will be 
recorded in the accounts upon actual conversion and until 
such time, the Corporation will be contingently liable for 
such obligations. The interest rate will be reset in 2002 based 
on an interest rate index. These notes are unsecured and may 
be called at a premium until 1997 and at par thereafter. 

(e) The Corporation has a currency swap agreement with a 

Canadian bank which has the effect of extinguishing future 

exchange fluctuations of the Sterling debt and interest. 

Repayment requirements over the next five years, net of 

defeasance, and incorporating the above noted debt exten- 

sions, are as follows: 


(b 


~a 


1988 1989 1990 199] 1992 
$ $ $ $ $ 
Long-term debt... 56.1 59.6 66.6 63.6 63.6 
Capital lease 
obligations........ 125 TES 35) 


6. 
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In-substance defeasance 


The Corporation has deposited government securities in irrevo- 
cable trusts solely to satisfy the scheduled interest and principal 
repayment requirements of certain long-term debt and capital 
lease obligations. These obligations, which at December 31, 1987 
amounted to $159.3 (1986—$180.1) in long-term debt and $42.9 
(1986—$62.1) in capital lease obligations, are considered extin- 
guished for financial reporting purposes and, together with the 
related securities have been removed from the Corporation’s bal- 
ance sheet. 


. Deferred credits 


1987 1986 
$ $ 
Gains on sale and leaseback of assets........0....0.00c AV) ee 
Income taxes eg eiks ee MEA PCI Pa ie See 105.7 87.2 
Other tt Pe ae Seedy ee ee ee 16.9 9) 
334.5 301.3 
. Subordinated perpetual bonds 
1987 1986 
$ $ 
300 million Swiss francs at 64% 
Callable in year 2001 and every fifth year thereaf- 
ter at LO2 Gio pan cen sc cca are een ae 201.6 201.6 
200 million Swiss francs at 5%4% 
Callable at 101'/2% of par in year 1999 and every 
fifth year thereafter at 102% of par wc. 134.4 134.4 
336.0 336.0 


The maturity of these bonds is only upon the liquidation, if 
ever, of the Corporation. Principal and interest payments on these 
bonds are subordinated to the prior payment in full of all indebt- 
edness for borrowed money. Since it is not probable that circum- 
stances will arise requiring redemption of the bonds, they are 
valued at the historical exchange rate and no provision is made for 
foreign exchange fluctuations. 


. Income taxes 


The Corporation’s income tax provision consists of the follow- 
ing: 


1987 1986 
$ $ 
Gurrenti(inecoveny) ere.see tes. cn tre een eee (2.4) 
Defertedies Berne ote coe § irc tae een ee 12.3 19.2 


9.9 19.2 


Income tax expense differs from the amount which would be 
obtained based on the combined basic Canadian federal and pro- 
vincial income tax rate. These differences result from the follow- 
ing items: 


1987 1986 
$ $ 

Provision based on combined rate..................:cceceeee 25.8 24.8 
Tax exempt earnings of related companies................... (11.0) (S25) 
Lower effective income tax rate on capital (gains) 

losSeS) Sees. Berek Sa ee Ee ee, (5.3) 1S 
Subsidiary company losses for which no tax benefit 

LECORGEC Is. ee rarr ee he tomers che ete Gee OR 0.6 
Investment tax credits, net of deferred income tax of 

$.3 (1986—$1.1)........ Ps ase gs ero eee (0.3) (1.3) 
Miscellaneous acre core oes ee 0.1 (0.1) 


Provistoniformincome ta xeSsees cee ce ee 9.9 19.2 


PUBLIC ACCOUNTS, 1987-88 


AIR CANADA—Concluded 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS—Concluded 


10. 


As at December 31, 1987 the Corporation has available $6.9 of 
investment tax credits that can be applied in 1988 as a reduction 
to future federal income taxes payable. The benefit of these cred- 
its has not been recognized in the accounts. 


Acquisition of subsidiaries 


During the year the Corporation accounted for the following 
acquisitions by the purchase method: 


Airlines 
January Air Ontario Inc. 
(an amalgamation of Air Ontario Limited and Austin 


AIT WAY SHIEIIIUCG) i eaaicemerc rt, Mone Ree ce meets 75% 

Re Onuany Ain CMe tedeee wee wene ete ened meen cca, 100% 
Courier and messenger services 

June Express Messenger Systems, Inc. ...............c. 65% 

June Northern Express Messenger Systems Ltd............. 65% 

Aussies Gelcolbxpressuluimitedon men ey rente a Gorece oes: 100% 


The net assets acquired in these acquisitions and the consider- 
ation given is summarized as follows: 


$ 
Net assets at acquisition, at assigned values ........0.0..0....000. 69.6 
IMINOTIUVsn CLES tee meta ererneser tie race Mrmr Nea ard ee see (9.4) 
INetitansiblemssetsracguincden serene entre aortas 60.2 
Good Wil lteter eet cena tren Car eration 96.8 
CAshiconsiderationere se. sree te eee nee reese eaten 157.0 


Consolidated net income includes the operating results of these 
subsidiaries from the date of acquisition. Subsequent to the acqui- 
sition of Gelco Express Limited, events have disclosed discrepan- 
cies in the value of its assets at acquisition. The Corporation is 
taking action. Recoveries will be recorded as a reduction of good- 
will or otherwise as is appropriate. 


. Commitments 


As at December 31, 1987, the Corporation had undertakings to 
acquire a majority interest in Northwest Territorial Airways Ltd. 
and to establish an alliance carrier in the Province of Quebec. 
These undertakings will require an investment of approximately 
$16.0. 

The Corporation has commitments to purchase aircraft for U.S. 
$332.7 and CDN $274.5. Contracts for aircraft modifications 
amounted to approximately U.S. $1.5. Other commitments for 
property, ground equipment and spare parts, amounted to approx- 
imately $27.2 Canadian. 

Future minimum lease payments under operating leases of air- 
craft and other property total $1,148.8 and are payable as follows: 


$ 
1S) 8S ee eee re ee ea rece emer 104.0 
JETS arches Ee A oe SEUNG eine ae pors Pete me re eran nance 94.6 
T9.9 (Rn Caceres ene Ansar ee 93.0 
TO OT cee core Sees sens tetas dese eanern ceeetetenrc RE W rth ere 88.4 
1 ODE Ree Ret ae OM RR 5 ocr ver ec fdas dias MPR Rein see roe Cousens hoe 87.7 
IRGTA TI OAY CATS eeercese oe os ese tree ec ae cease 681.1 
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12. Pension plans 


13 


14. 


5) 


16. 


Air Canada and its subsidiaries maintain several defined ben- 
efit pension plans. Based on the latest actuarial reports prepared 
as of December 31, 1986 using management’s best estimate 
assumptions, the present value of the accrued pension benefits as 
at December 31, 1987 amounted to $1,865.8, and the market 
value of the net assets available to provide these benefits was 
$2,351.8. 


Contingencies 


Various lawsuits and claims are pending by and against the 
Corporation. It is the opinion of management supported by coun- 
sel that final determination of these claims will not materially 
affect the financial position or the results of the Corporation. 


Under aircraft sale and leaseback agreements, the Corporation 
may be required to provide residual value support not exceeding 
$134.6. Independent appraisals have indicated it is unlikely the 
Corporation will be required to provide this support. 


Related party transactions 


In the ordinary course of business, the Corporation enters into 
transactions with related parties, including the Government of 
Canada, its agencies and other Crown corporations. The Corpora- 
tion derives revenues from related parties for passenger, cargo and 
contract services. Expenses with related parties include landing 
fees, terminal assessments, taxes and interest on long-term debt. 
Account balances resulting from these transactions are included 
in the balance sheet and are settled on normal trade terms. 


Comparative figures 


Certain of the 1986 comparative figures have been reclassified 
to conform to the presentation adopted in 1987. 


Act of incorporation 


The Corporation operates under the Air Canada Act, 1977, as 
amended. 
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SUMMARY PAGE 


ATLANTIC PILOTAGE AUTHORITY 


MANDATE 


To establish, operate, maintain and administer in the interests of safety, an efficient pilotage service within 
designated waters in and around the Atlantic provinces. 


BACKGROUND 


Established in 1972, the Authority provides pilotage services and has the power to make regulations, subject to the 
approval of the Governor in Council, which establish compulsory pilotage areas; prescribe the ships/classes of ships 
that are subject to compulsory pilotage, the circumstances under which compulsory pilotage may be waived and 
pilotage tariffs; and which cover the licensing of pilots and issuance of pilotage certificates. Tariffs must be fair and 
reasonable and sufficient to permit the Authority to operate on a self-sustaining financial basis. 


CORPORATION DATA 
HEAD OFFICE Suite 1203 
Bank of Montreal Tower 
5151 George Street 
Halifax, Nova Scotia 
B3J 1M5 
STATUS —Schedule III, Part I 
—not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS 1972; pursuant to the Pilotage Act (R.S.C. 1985, c. P-14). 
OF INCORPORATION 
CHAIRMAN AND CHIEF C.R. (Ted) Worthington 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1987 1986 1985 1984 

At the end of the year 

TOtalAssets.. seek! teptreeteio ns tai be peeescne tec tealeh Miebet temeetea atic nian csiee 2.0 1.4 |igVe 7 

Obligations tolthe private Sectors fst sketet es teste tee conn 0.2 0.1 0.3 nil 

Obligations to Canada Msi se cpccau tte nso soca OO ace Saat eroncancsin a 0.3 0.4 0.4 0.5 

Rauity off Canada. 2 fetea eer See Ame eere ener negl. (0.3) (0.6) (0.1) 
Cash from Canada for the year 

BUCO CLA V snor esti es ig ine de oes acento tee toa oe age aden 0.4 0.5 0.6 0.1 


== NON= DUC SCLAL Vircscdesc vase -seenaccdsinntencasstioeccnes yaienidae lie poe aaiae nil nil nil nil 
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ATLANTIC PILOTAGE AUTHORITY 
AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of Atlantic Pilotage Authority as 
at December 31, 1987 and the statements of operations, deficit, con- 
tributed capital and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Authority as at December 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Pilotage Act 
and regulations, and the by-laws of the Authority. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
February 22, 1988 


BALANCE SHEET AS AT DECEMBER 31, 1987 


ASSETS 1987 1986 
$ $ 
Current 
GCashy. eee te ete ee ER Ree A A 350 303 
PACCONMNES LECCLUA DIO oan eo cee wae der ee oes iei roe 975,337 667,793 
Pe DAIGIeX PEMSCS ere eter ener cere ere eee tet 16,153 14,507 
991,840 682,603 
Rixedsat:coste(Note4) eer tas We, ee eee 8 1,867,967 1,471,929 
Less: accumulated depreciation ..............ccce eee 854,902 767,177 
1,013,065 704,752 
2,004,905 1,387,355 
Approved by the Authority: 
A. D. LATTER 
Chairman 
C.R. WORTHINGTON 
Member 


M.R. McGRATH 
Treasurer 


LIABILITIES 


Current 


Banksindebtednessse mea. ene eee tet 
Accounts payable and accrued liabilities.......... 


Obligation under capital lease agreements 
(Note 5) ..... 


Current portion of accrued employee termina- 


tion benefits 


Long-term 


Accrued employee termination benefits............ 
Obligation under capital lease agreements 


(Note 5)...... 


CONTRIBUTED CAPITAL AND DEFICIT 
Gontributedscapitaleetess ieco.c a estreceetaypaces-seneicees 


Delicittatst7..8 


1987 


185,970 
766,891 


91,574 


52,864 
1,097,299 


671,285 


195,300 
866,585 
1,963,884 


1,271,810 
(1,230,789) 

41,021 

2,004,905 
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1986 


111,455 
401,281 


84,340 


52,969 
650,045 


719,810 


286,874 
1,006,684 
1,656,729 


933,988 
(1,203,362) 
(269,374) 

1,387,355 
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ATLANTIC PILOTAGE AUTHORITY—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1987 


1987 
$ 
Income 
Pilotagercharges\ cc .asen eee ee eee 6,336,404 
Interestiand/otherincomes..... tenn 36,743 
6,373,147 
Expenses 
Pilots’ fees, salaries and benefits...........0........0c0cccceee 3,144,347 
Rilotboats operating Costs carne et eee 2,085,750 
Staff salaries and benefits ................:c:c0cccccceressersseoeese 375,411 
‘ransportation|and) travels ss eee 287,381 
Professional and special services ..............cccccccceeeeees 227,885 
Rentals res cece eta oe ene eR: race oe re hatne 110,908 
Depreciation. tanimatmn ctr teriet teeters: 88,006 
Gommitnications¥):..0e tee ee eee 85,176 
Utilities, materials and supplies.............0.0ccceeeeee 72,905 
Interestomcapitalileases snares eee ee 29,448 
Sud nye Te ens, An ee eee 15,270 
6,522,487 
Net loss for the year (Note 3(b)) ............--c0ccssccccesreeseees 149,340 


STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1987 


1987 
$ 

Balance, beginningiofithe;yeanecset erent ree 1,203,362 
INeGlossifor the yea nen es cence see Eee tes owes 149,340 
1,352,702 

Parliamentary appropriation to finance 
cashloperating loss (Note 3a) seer 121,913 
Balancerendrofitthevearmere nets .cr- cscs sasccetcerccscoesass 1,230,789 


STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED DECEMBER 31, 1987 


1987 
$ 
Balanceybeginning ofithe year. ...cn- ee 933,988 
Parliamentary appropriation to finance (Note 3(a)) 
Additions to fixed assetst-y eens eects 253,482 
Principal payments on capital leases ................::000000 84,340 
337,822 
Balancesend ofithe year cen ee ee 1,271,810 


1986 
$ 


5,804,151 
30,267 


5,834,418 


2,976,931 
1,889,727 
367,469 
247,261 
215,275 
123,700 
63,191 
59,582 
51,080 
36,508 
43,194 


6,073,918 
239,500 


1986 
$ 
1,486,488 
239,500 
1,725,988 


522,626 
1,203,362 


1986 
$ 


845,503 


10,800 
77,685 


88,485 
933,988 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1987 


1987 
$ 
Financing activities 
Parliamentary appropriation to finance 
(Note 3(a)) 
Cashyoperatingjlossee cere eee 121,913 
Fixed:asset additionS4 4.or2 ess 253,482 
Principal payments for capital leases ............... 84,340 
459,735 
Principal portion of capital lease payments ......... (84,340) 
Increase (decrease) in bank indebtedness ............ 74,515 
Cash provided by financing activities....................... 449,910 
Operating activities 
Cash (used for) operations 
Net.loss for. thejyear see = eee ee (149,340) 
Items not requiring cash 
Depreciationjessesete es eee rte 88,006 
Increase in accrued employee termination 
benefits :c. ee ccsch se micey cae 60,102 
Loss on disposal of fixed assets ..................... 659 
(573) 
Cash provided by (used for) non cash working 
Capitals<\0 ss Aut ie 6 eee eas ca ben lee eee 56,420 
Employee termination benefits payments............. (108,732) 
Cash (used for) operating activities ........0.00....0. (52,885) 
Investing activities 
Additions:to fixediassetsmncc rete (396,978) 
Cash (used for) investing activities.........0....0....005 (396,978) 
Increase (decrease) in cash during the year............. 47 
Cash; beginningofithesyear 2. ene eee 303 
Gash end of théiyeare nee ee 350 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987 


1. Nature of activities 


1986 
$ 


522,626 
10,800 
77,685 


611,111 
(77,685) 

(188,545) 
344,881 


(239,500) 
63,191 


82,186 
1,105 


(93,018) 
(139,829) 


(28,895) 
(261,742) 


(99,637) 
(99,637) 


(16,498) 
16,801 


303 


The Atlantic Pilotage Authority was established on February 1, 
1972 pursuant to the Pilotage Act. The objects of the Authority 
are to establish, operate, maintain and administer a safe and effi- 
cient pilotage service within designated Canadian waters. The Act 
provides that pilotage tariffs shall be fair, reasonable and suffi- 
cient, together with any revenue from other sources, to permit the 


Authority to operate on a self-sustaining financial basis. 
2. Significant accounting policies 


(a) Parliamentary appropriation 


When revenues are not sufficient to permit the Authority to 
operate on a self-sustaining financial basis, cash operating 
losses are recovered from parliamentary appropriations. 
These appropriations are recorded in the accounts when 
approved by Parliament and are reflected in the statement of 


deficit. 


Parliamentary appropriations to finance capital assets and 
the principal portion of payments under capital lease agree- 
ments are shown as contributed capital when approved by 


Parliament. 
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ATLANTIC PILOTAGE AUTHORITY—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Continued 


(b) Depreciation 


(c) 


(d 


(ce 


—S 


— 


Depreciation of fixed assets is calculated on a straight-line 
basis and is based on the estimated useful life of the assets as 
follows: 


Buildings 20 years 
Pilot boats 20 years 
Pilot boats under capital lease 25 years 


Furniture and equipment 5 to 10 years 


Capital leases 


The Authority leases three pilot boats from Canada under 
long term financing leases. Under the terms of the lease 
agreements, the Authority assumes the rights and obligations 
of ownership. As a result, the leases are treated as purchases 
and the principal portion of lease payments is capitalized and 
depreciated over the estimated useful lives of the boats. The 
corresponding liability is reduced by the principal portion of 
lease payments and the interest portion is expensed in the 
year to which it relates. 


Pension plan 


All employees are covered by the Public Service Superannua- 
tion Plan administered by the Government of Canada. Con- 
tributions to the Plan are required from both the employee 
and the Authority. Contributions with respect to current ser- 
vice are expensed in the current period. Contributions with 
respect to past service benefits are expensed when paid, gen- 
erally over the remaining years of service of the pilots. 


Employee termination benefits 


Employees are entitled to specified benefits on termination as 
provided for under labour contracts and conditions of 
employment. The liability for these benefits is recorded in the 
accounts as the benefits accrue to the employees. 


3. Parliamentary appropriation 
(a) On March 27, 1987, the Government of Canada provided, 


through Appropriation Act No. 5, 1986-87, for the 1986 cash 
operating loss and capital expenditures of the Atlantic Pilot- 
age Authority. An amount of $459,735 was received in 1987 
by the Authority in respect of this appropriation. 


(b) On January 28, 1988, the Treasury Board approved the 


Authority’s application, in the amount of $586,000, to 
include an item in Supplementary Estimates for 1987-88 for 
the 1987 cash operating loss and capital expenditures. The 
actual amounts are as follows: 


$ 
Casttoperatine Ossie senses nena ee 109,305 
Bixediasset additions. ..0 ee ee ee 243,132 
Principal payments for capital leases ...............ccccceceeeeee: 91,574 
444,011 


Di 
4. Fixed assets 
1987 1986 
Accumu- 
lated 
depre- 
Cost ciation Net Net 
$ $ $ $ 
Land and buildings............. 450 450 450 
Piloboats: eee oe 737,949 257,609 480,340 153,951 
Pilot boats under capital 
léasetan ee eee. 964,000 505,280 458,720 497,280 
Furniture and equipment... 165,568 92,013 73,555 53,071 
1,867,967 854,902 1,013,065 704,752 


The new pilot boat, for use in the Port of St. John’s, has been 
equipped with a fire pump and monitor, at a total cost of $88,643. 
The pump and monitor were contributed by the Government of 
Newfoundland and Labrador. These costs are not reflected in the 
financial statements. 


5. Capital lease agreements 


The Authority leases three pilot boats under long term financ- 
ing leases. The payments required under the leases are as follows: 


9%% lease agreement, due April 1991, payable 


8% 


8% 


in blended annual payments of $54,785 ..... 
lease agreement, due October 1989, pay- 
able in blended annual payments of 
S307 7 Sem ee Wee he ie: 
lease agreement, due November 1989, 
payable in blended annual payments of 
SHIA UTA tic cn Apa cree ere ee ee May nore Rrra 


otalilease payments een eee 
Less: amount representing interest ............. 
Principal amount of capital lease................ 
LeSS=CUITENT PONUON eat et ea eee eee ee 
Principal amount of capital lease agree- 

ments net of current portion .................... 


1987 
$ 


219,140 


62,154 


62,154 


343,448 
56,574 


286,874 
91,574 


195,300 


1986 
$ 


273,930 


93,228 


93,228 


460,386 
89,172 


371,214 
84,340 


286,874 


The following is a schedule of lease payments under the capital 
leases expiring in 1989 and 1991: 


Year ending December 31 


1987 
$ 


116,939 
116,939 
54,785 
54,785 


343,448 


1986 
$ 


116,939 
116,939 
116,939 
54,784 
54,785 


460,386 


Upon maturity of the leases, the Authority has the option to 
purchase each of the boats for $1. 
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ATLANTIC PILOTAGE AUTHORITY—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Concluded 


6. Pension plan 


Under provisions of the Pilotage Act, pilots may choose to 
become employees of the Authority and become entitled to count 
service prior to becoming an employee as pensionable under the 
Public Service Superannuation Act. For pilots who have elected to 
purchase pension benefits with respect to past service, the Author- 
ity is required to match the employee contribution. Total past ser- 
vice pension expense was $20,493 in 1987 ($19,464 in 1986). The 
estimated unfunded past service pension contribution with respect 
to these employees was approximately $100,000 at December 31, 
1987 ($128,000 at December 31, 1986) and will be funded over 
the remaining years of service of the pilots, or the terms of pur- 
chase, whichever is the lesser. 


7. Related party transactions 


The Canadian Coast Guard, through its Vessel Traffic Service 
Centres in Nova Scotia, New Brunswick and Newfoundland, pro- 
vides a pilot dispatching service to the Authority without charge. 


8. Contingency 


In December 1987, a lawsuit was filed against the Authority 
relating to a contract for pilot boat services. In management’s 
opinion, the outcome of this action cannot be determined at this 
time and no provision has been made in the financial statements. 


9. Commitments 


The Authority has entered into long term contracts for pilot 
boat services requiring the following minimum annual payments: 


$ 
FUSS 8 et SR RA a aE se ee Soe! 274,945 
TSO eer ee eee te eens cette aa iy eae ee 266,445 
1 90 ca ae tes sere eee ree ete cna nets etn des caeent oxo eta 36,500 
577,890 


10. Income tax 


Under the provisions of the Income Tax Act, the Authority is 
not subject to income tax. 
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SUMMARY PAGE 


ATOMIC ENERGY OF CANADA LIMITED 


MANDATE 


To develop the utilization of atomic energy for peaceful purposes. The mandate of the corporation is prescribed by 
s. 10 of the Atomic Energy Control Act and by its charter and articles of incorporation. 


BACKGROUND 


Founded in 1952, AECL developed Candu power generating technology. It operates research and development 
laboratories at Chalk River, Ontario and at Pinawa, Manitoba. Three provincial utilities received federal financing 
for nuclear facilities through AECL and make repayments to it which are passed on to Canada. The corporation was 
responsible for Candu reactors built in Argentina and in Korea and is providing services related to two Candu 
reactors under construction in Romania. Its design and engineering teams are important to the continued 
improvement and development of nuclear power stations and nuclear technology in general. The government is taking 
steps now to privatize the Radio-isotope and Medical Products components of AECL. 


CORPORATION DATA 

HEAD OFFICE 275 Slater Street 
Ottawa, Ontario 
K1A 0S4 

STATUS — Schedule III, Part I 


APPROPRIATE MINISTER 


DEPARTMENT 


YEAR AND MEANS 


— an agent of Her Majesty 
The Honourable Marcel Masse, P.C., M.P. 
Energy, Mines and Resources 


February 14, 1952 under Part I of Canada Corporations Act; 


OF INCORPORATION continued July 8, 1977 under the Canada Business Corporations Act; 
certificate amended July 15, 1982. 

CHIEF EXECUTIVE James Donnelly 

OFFICER 

CHAIRMAN Basil A. Bénéteau 

AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) The financial year ends March 31. 


At the end of the period 


1987-88 1986-87 1985-86 1984-85 


IGS EDI SSO oc Ra ont RR co a oe Ro, ali ad a 1,036 1,018 13107 1226 

Di Sauna Tne Private SECON dees wate eaten canes hs 22 23 24 36 

OO SV RE TSF Cg ez Ya espe ic SU ee a 601 626 649 720 

| EVOL S CRG ik GE TTT Pea RIET Sc FEI RR > UR 207 196 177 148 
Cash from Canada in the period 

Beet UO ROUAL Vira sereces i cain eee ia Rr mn A Sees 8 175 218 203 326 


f= NON DUC LOLAT Ye ens ascot cence eaeoeons 
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ATOMIC ENERGY OF CANADA LIMITED 


MANAGEMENT RESPONSIBILITY 


The financial statements and all other information presented in this 
annual report are the responsibility of the management and the Board 
of Directors of the corporation. The financial statements have been 
prepared in accordance with generally accepted accounting principles 
and include estimates based on the experience and judgement of man- 
agement. 


The corporation maintains books of account, financial and manage- 
ment control, and information systems, together with management 
practices designed to provide reasonable assurance that reliable and 
accurate financial information is available on a timely basis, that 
assets are safeguarded and controlled, that resources are managed 
economically and efficiently in the attainment of corporate objectives, 
that operations are carried out effectively and that transactions are in 
accordance with Part XII of the Financial Administration Act and its 
regulations, as well as the charter, the by-laws and policies of the cor- 
poration. The corporation has met all reporting requirements estab- 
lished by the Financial Administration Act, including submission of a 
corporate plan, an operating budget, a capital budget, and this annual 
report. 


The corporation’s internal auditor has the responsibility for assess- 
ing the management systems and practices of the corporation. The 
Auditor General of Canada conducts an independent examination of 
the financial statements of the corporation and reports on his examina- 
tion to the Minister of Energy, Mines and Resources. 


The Board of Directors’ Audit Committee, composed of directors 
who are not employees of the corporation, reviews and advises the 
Board on the financial statements, the Auditor General’s reports 
thereto and the plans and reports related to special examinations, and 
oversees the activities of internal audit. The Audit Committee meets 
with management, the internal auditor and the Auditor General on a 
regular basis. 


James Donnelly 
President and Chief Executive Officer 


D.G. Cuthbertson 
Vice-President, Finance and 
Chief Financial Officer 


BALANCE SHEET AS AT MARCH 31, 1988 
(in thousands of dollars) 
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AUDITOR’S REPORT 


TO THE MINISTER OF ENERGY, MINES AND RESOURCES 


I have examined the balance sheet of Atomic Energy of Canada 
Limited as at March 31, 1988 and the statements of income, con- 
tributed capital, retained earnings and changes in financial position for 
the year then ended. My examination was made in accordance with 
generally accepted auditing standards, and accordingly included such 
tests and other procedures as I considered necessary in the circum- 
stances. 


As explained in Note 3, the corporation has recorded a current asset 
of $16.4 million on the balance sheet at March 31, 1988 related to the 
CANDU 300 power reactor program. The effect of this treatment is 
that the corporation has deferred pre-project costs incurred during the 
year in anticipation of government funding. The recoverability of these 
costs from the government is not assured because parliamentary 
appropriations have not been approved to reimburse the $16.4 million 
costs already incurred. In these circumstances, generally accepted 
accounting principles require that these costs be expensed. Had these 
costs been expensed in the current year, net income for the year and 
retained earnings at the end of the year would have been reduced by 
$16.4 million, resulting in a net loss of $6.0 million for the year. 


In my opinion, except for the effects of the corporation’s decision not 
to expense the CANDU 300 pre-project costs referred to in the preced- 
ing paragraph, these financial statements present fairly the financial 
position of the corporation as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the corporation that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the charter and the 
by-laws of the corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
May 6, 1988 


———— ee ae eee ee 
aeaNjmnao7tyTywqwq™o*lehe—e=«S=OoeooOooooooooooaswnwOOWOD9MWM“OO8O8OMWWWOOOOeesoOoanToTS09aT0Dmaa x_n 


ASSETS 1988 1987 


Current 


GCashrandishort-tenmidepositsni ares eee $9,950 $7,701 


EX CCOUNTSELECCLV ADC eeneenes ene a tata ate eee 168,048 142,182 
CANDU 300 pre-project costs (Note 3) oo... 16,410 
Inventories: (NOGA) peeceeere mre senate neers 58,412 49,942 
302,820 249,825 
Heavy water inventory (Note 4)............. POPS cee ae 9,488 9,653 
Eong-termireceivables: (Notes) anes eee 567,541 $97,378 
Investment and deferred costs (Note 6) .........cccccccccsceeee. 106,104 107,652 
Property, plant and equipment (Note 7)..........00cccc000 50,311 53,607 


1,036,264 1,018,115 


Approved by the Board: 


B. A. BENETEAU 
Director 


JAMES DONNELLY 
Director 


LIABILITIES 1988 1987 
Current 
Accounts payable and accrued liabilities ...........0.0.0.... 136,576 130,607 
Current portion of long-term debt .............ceee 28,214 26,353 
164,790 156,960 
Deferredirevenue sven ea ose encace eee tc areneres 28,465 8,579 
Accrued employee termination benefits ...........0..00.0.0.. 41,289 34,370 
Long-termidebti(NoteiS)in eernec mete eee 594,332 622,545 
828,876 822,454 
SHAREHOLDER’S EQUITY 
Capital stock 
Authorized—75,000 common shares 
Issued—54,000 common shareS................::::ceeeecee 15,000 15,000 
Gontributedica pitalieewe ee tee eae ee ee 72,418 71,051 
Retainedicarnings mace ence ey oe eran eee 119,970 109,610 
207,388 195,661 


1,036,264 1,018,115 
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ATOMIC ENERGY OF CANADA LIMITED—Continued 


STATEMENT OF INCOME 
FOR THE YEAR ENDED MARCH 31, 1988 
(in thousands of dollars) 


Commercial operations 
Revenue 
INUcicarsDDplysand!Serviceswerrc ete. ener 
Radiation equipment and isotopes.............0.00.ceceeee 
Interest.onilong-term receivables: ..2 ic. 0.iccsceecceensees-- 
Interestion;short-term deposits. ewes ee eee 


Costs and expenses 
GostiolesalessaNndiSenviCeS a2... eee eee ee reece 
Productsdevelopment ers... eee eo ae eee cn 
Marketing and administration............0..0...::ceeceeeeee 
InteresGonilong-termidebtins. ee eno eee are ey 


Operatingproiitamen rt. cee eee ee Settee, eee Re 


Research and development operations 
EX PCMSCSie ae iter sc ccocccuin: oftesieiedyeec eae nee: Seren este 
LCSSS TEVENUC He. Marte Smeets: ces shee sotceciaesesavizassevasessada gerne 


IN CHEX PENSCSM ema took easyer ceeonereoostran etna tathadii ce sasstoetes 


Discontinued operations 
EEX Pen SESW meee ect eeke seis eo ced: cae csasee ee eae en A os 
Less: parliamentary appropriations (Note 2)................... 
RECOVELVELLOMMIASSCE SACS meee eee renee wee ener, 


IN CsI COMIC ee ete eee neo sane ee cc tee tise 


STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED MARCH 31, 1988 
(in thousands of dollars) 


Balanceat beginningtofithe yean..re 1... ee eee 
Parliamentary appropriations for loan principal repayment .. 


Balancetatiend| offthe:years. as ee eee eee eee 


STATEMENT OF RETAINED EARNINGS 
FOR THE YEAR ENDED MARCH 31, 1988 
(in thousands of dollars) 


Balancerat Dexinning Of the YN ccc ce-nxcsasscnsoeeuss-o- eee eae 
ING COMIC MIRROR rer enn Seco reniiscanes ersten cer cqeeneertmsecereraeren 


1988 1987 
94,203 96,796 
125,223 111,408 
64,382 63,355 
5,662 5,965 


289,470 277,524 


135,008 123,538 


14,561 18,224 
51,378 55,034 
56,311 58,303 
257,258 255,099 
32721298 22,425 


242,792 232,902 
67,240 46,339 


153,700 181,737 


21,852 4,826 
22,953 36,397 
20,342 34,588 


2,611 1,809 


10,360 17,599 
1988 1987 
71,051 69,795 


16867,q8 16256 


72,418 71,051 


1988 1987 


109,610 92,011 
10,360 17,599 


119,970 109,610 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1988 
(in thousands of dollars) 


1988 1987 
Operating activities 
Netiincomete-rs neste tet. eis. cents eet 10,360 17,599 
Depreciation and amortization ..............0ccecceeeeteeeeeseees 6,427 6,822 
16,787 24,421 
Increase in operating working capital .....0.0... ee (9,892) (13,444) 
Casht fromyoperations 422%. Scsenus. coca tse cos o aitecnesas cts 6,895 10,977 
Investing activities 
Acquisition of commercial property, plant and equip- 
mentinetiol: disposal tare. accent stets meters eren (3,009) (7,438) 
Increaseanideterred CostSmmnnwese eerie eee ee ees (606) (1,758) 
Cashtinvested ers sits. ener ric rete ieeton ener (3,615) (9,196) 


Financing activities 
Repayment of long-term debt ..0........00: ccc eee 
Proceeds from long-term notes receivable ..................000 
Parliamentary appropriations for loan principal repay- 
PUI cactquaccscsbos Lesbos conde Counc noch HOCK Ceo con pos nooo tres yrere9 soo 


Gashifrom (used!in) financing! c..1--..ccs.cceocs--s-ceceee aes. 


(26,352) (24,171) 
23,954 23,340 


1,367 ‘1,256 
(1,031) 425 


Increase in cash and short-term deposits ............0::cccteeeees 2,249 2,206 
Cash and short-term deposits at beginning of the year ....... $7,701 55,495 
Cash and short-term deposits at end of the year .................. 59,950 57,701 


SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES 


These financial statements have been prepared in accordance with 
generally accepted accounting principles applied on a consistent basis. 
The most significant accounting policies are summarized below: 


Foreign currency translation 


Transactions denominated in a foreign currency are translated into 
Canadian dollars at the exchange rate in effect at the date of the trans- 
action, except those covered by forward exchange contracts, where the 
rate established by the terms of the contract is used. Monetary assets 
and liabilities outstanding at the balance sheet date are adjusted to 
reflect the exchange rate in effect at that date. Exchange gains and 
losses arising from the translation of foreign currencies are included in 
income. 


Inventories 


Radiation equipment and materials are valued at the lower of aver- 
age cost and net realizable value. Maintenance and general supplies 
are valued at cost. Heavy water is valued at the lower of average cost, 
less related parliamentary appropriations, and net realizable value. 


Investment and deferred costs 


Investment and deferred costs are recorded at cost and charged to 
the revenue derived therefrom over the expected period of revenue gen- 
eration. 


Property, plant and equipment 


Property, plant and equipment of a research and development 
nature are recorded at cost and expensed in the year of acquisition. 


Other property, plant and equipment are recorded at cost and 
depreciated on a straight-line basis over the estimated useful life of the 
asset as follows: 


Machinery and equipment — 3 to 20 years 
Buildings — 20 to 50 years 


Costs of decommissioning nuclear facilities are expensed when 
incurred. 
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ATOMIC ENERGY OF CANADA LIMITED—Continued 


SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES—Concluded 


Long-term contracts 


Revenue and costs on long-term contracts are accounted for by the 
percentage of completion method, applied on a conservative basis to 
recognize the absence of certainty on these contracts. Full provision is 
made for all estimated losses to completion of contracts in progress. 


Parliamentary appropriations 


The Government of Canada, through parliamentary appropriations, 
funds certain operations of the corporation as outlined in Note 2. The 
parliamentary appropriations are offset against the applicable expendi- 
tures except for the portion used to discharge certain loan principal 
which is recognized as an increase in contributed capital. 


Pension plan 


Employees are covered by the Public Service Superannuation Plan 
administered by the Government of Canada. The corporation’s contri- 
butions to the plan are limited to an amount equal to the employees’ 
contributions on account of current service. These contributions repre- 
sent the total pension obligations of the corporation and are charged to 
income on a current basis. 


Employee termination benefits 


Employees are entitled to specific termination benefits as provided 
for under collective agreements and conditions of employment. The 
liability for these benefits is charged to income as benefits accrue to 
the employees. 


NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1988 


1. Accounting policies 


The summary of significant accounting policies is an integral 
part of these financial statements. 


2. Parliamentary appropriations 


Parliamentary appropriations were used during the year for the 
following purposes: 


1988 1987 
(in thousands of 
dollars) 

Research and development operations ..................0000 153,700 181,737 
Discontinued operations 

OABIOLOLYPOCAClOlStee me tie ee tee acer 155223) VIES55 

eiHieavy water plantclosuresiwe.:-......c cn 2,639 18,839 

eiLaPrade-plant protections -1-esae neste ee $47: 1,850 

¢ Heavy water plant loan interest..............cccceeee 1,933 2,044 

20,342 34,588 

Heavy water plant loan principal .....0....cccceeeeeees 1 SO 7Timele 256 


175,409 217,581 


3. CANDU 300 pre-project costs 


During the year, the corporation invested $16.4 million in ini- 
tial expenditure on a four-year program, currently estimated to 
cost $109 million in total, for the pre-project detail engineering of 
a CANDU 300 power reactor. The Cabinet has so far authorized 
the provision of $28 million in federal funding for this program. 
Pending receipt of these funds in the 1988-89 fiscal year, the 
$16.4 million costs so far incurred are being carried as a current 
asset in the balance sheet. Additional government funding has 
been requested and is awaiting approval. 
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4. Inventories 


1988 1987 
(in thousands of 
dollars) 

Current 
Radiation equipment and materials ........0.....0..000 54,247 44,916 
Maintenance and general supplies................0:0:00 4,165 5,026 
$8,412 49,942 
Heavy" Waterent... eae. Pie Eh. 2 ee ea ee 555,953 564,440 
Less: parliamentary appropriations ..............:ccce 546,465 554,787 


9,488 9,653 


Parliamentary appropriations for heavy water are repayable to 
the government, together with interest thereon, to the extent of 
future revenue from sales of related heavy water. Accrued liabili- 
ties as at March 31, 1988 include $6.7 million in respect of net 
proceeds from sales during the year. 


. Long-term receivables 


1988 1987 
(in thousands of 
dollars) 
Notes receivable from provincial utilities in respect of 
the financing of nuclear facilities (refer to Note 8 
forirelatedidébt)reee ccs re ee ee 576,265 600,219 
Contract receivables maturing through 1995 .............. 32,941 34,069 
Mortgages receivable and other... 4,103 5,523 
613,309 639,811 
Current portion Foe a Ss > Ain Cea 45,768 42,433 


$67,541 597,378 


. Investment and deferred costs 


1988 1987 


(in thousands 
of dollars) 


Investment in Pickering 1 and 2 

The corporation, Ontario Hydro and the Province 

of Ontario are parties to an agreement for the con- 

struction and operation of Units 1 and 2 of the 

Pickering «A» nuclear generating station, with 

ownership of these Units being vested in Ontario 

Hydro. Under the agreement, the corporation is 

entitled to receive payments until the year 2003 

based on the net operational advantage of the 

power generated by Pickering Units 1 and 2 as 

compared with the coal-fired Lambton Units 1 and 

PE TET TEETER RTO TEES Nacho tcc 84,012 84,012 
Deferred costs 

Costs incurred in modifying non-corporation 

owned facilities for revenue-producing purposes 

and other deferred COStS) ...55...ccs..ccesevencnseo ee eee 22,092 23,640 


106,104 107,652 


Pickering Unit 1 returned to service in October 1987 after a 
prolonged shutdown for pressure tube replacements. Unit 2 
remains shut down for the same purpose and is scheduled to be 
returned to service in calendar 1988. As a result of the shut- 
downs, the corporation did not earn any revenue on its investment 
during 1987 and 1988, and accordingly no amortization of the 
investment was charged in either year. 

Amortization of deferred costs for the year amounted to $1.4 
million (1987—$1.5 million). 
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ATOMIC ENERGY OF CANADA LIMITED—Continued 


NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1988—Continued 


7. Property, plant and equipment 8. Long-term debt 


1988 1987 1988 1987 
Government (in thousands of 
funding and dollars) 
accumulated Loans from Government of Canada 
Cost d iati N Net : 
a a a F doll i : To finance provincial utility nuclear facilities, 
(in thousands of dollars) maturing through 2008 at fixed interest rates 
Commercial operations varying from 6.687% to 9.706% (refer to Note 5 
Land and improve- fonnelatedireceivables)yesn eet ee $75,678 599,582 
TEN [Siemens eee. 2,430 1,109 1,321 1,352 
ae : : : : To finance leased heavy water and other assets, 
easel CE 46,025 17,853 28,172 29,409 maturing through 2003 at fixed interest rates 
ing fi ASTD S Toto OVO mee nee eee, Recon 24,854 25,964 
equipment ............ 40,332 22,134 18,198 20,114 pune ser 
88,787 41,096 47,691 50,875 Loans from third parties 
To finance the purchase of the Glace Bay heavy 
Research and develop- water plant, maturing through 1998 at an 
ment operations imputed interest rate of 8.875% 00.0... ccc DOAN 23'°352 
Land and improve- 622,546 648,898 
MeNtS eee eae 11,537 leo si Current portions. 4 eetety..2: ae bee eee 28,214 26,353 
Buildings .................... 80,303 77,683 2,620 2,732 594,332 622,545 
Reactors and equip- aaa 
Bich eee 219,000 219,000 ; 
Construction in Loan repayments required over succeeding years are as follows 
PFOPFESS «0.0... 41,296 41,296 (millions of dollars): 1989—$28.2; 1990—$30.3; 1991—$32.9; 
352,136 349,516 2,620 2,732 1992—$55.1; 1993—-$32.1; and subsequent to 1993—$443.9. 
9. Related party transactions 
<r emaess ee In addition to the transactions disclosed elsewhere in these 
Prototype reactors... 215,708 215,708 financial statements, the corporation had the following transac- 
Heavy water plants... 802,777 802,777 tions with the Government of Canada: 
1,459,408 1,409,097 50,311 53,607 1988 1987 
(in thousands 
D a f ‘al ' eee ; f of dollars) 
epreciation of commercial property, plant and equipment for ) 
“ny: Repayment of loans and interest «00.0.0... 84,538 81,358 
ee anaes Sy) 205, samountedaro $50 emilizon Payments to the Public Service Superannuation Plan. 12,555 12,748 
Research and development property, plant and equipment ex- In the normal course of business, the corporation also enters 
pensed during the year amounted to $22.0 million (1987— into various transactions with the Government of Canada, its 
$20.1 million). agencies and other Crown corporations. 
The decommissioning of nuclear research and prototype facili- 10. Continsencics 
ties is an integral part of the nuclear program. A program has . me i ‘ E pos 
been developed and implemented to bring the facilities to a safe- ee deanen ae Saree have ape oe ae ae 
storage mode as the initial stage of decommissioning. Currently, Fes a ms nig PEO pee usiness an ime pending at ie : , 
the Gentilly 1 and Douglas Point prototype reactors are on a safe- - In the opinion of management adequate provision for these 
keeping basis. After 25 years of service, decommissioning of the matters has been made in the financial statements. 
Nuclear Power Demonstration prototype reactor commenced in pePaivaticaton 
1988. Completion of the initial stage of this decommissioning is : af Ni etingennec MPN Get Vet Lines A 
estimated to cost $13.9 million over the next two years. n a statement date arch 4, , the Government o 
The closure of the heavy water plants at Glace Bay and Port Canada announced its intention to privatize the Radiochemical 
Hawkesbury commenced July 1985 and was completed during the Company and the Medical Products Division, both operating divi- 
year. sions of the corporation. The terms, conditions and timing of these 
Future net costs related to decommissioning nuclear facilities transactions have not yet been determined. 
beyond the safe-storage mode cannot be quantified at this time 12. Comparative figures 


due to the uncertainty as to the exact nature, timing and ultimate 
disposal alternatives. In accordance with the corporation’s 
accounting policy, any such costs will be expensed when incurred. 


Certain reclassifications have been made to the 1987 compara- 
tive figures to conform with the current year’s presentation. 
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ATOMIC ENERGY OF CANADA LIMITED—Concluded 


NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1988—Concluded 


13. Supplementary information 
Incorporation 


Pursuant to the authority and powers of the Minister of Energy, 
Mines and Resources under the Atomic Energy Control Act, the 
corporation was incorporated in 1952 under the provisions of the 
Canada Corporations Act (and continued in 1977 under the provi- 
sions of the Canada Business Corporations Act) to develop the 
utilization of atomic energy for peaceful purposes. 


The corporation is a Schedule C Part I Crown corporation 
under the Financial Administration Act. The corporation is 
exempt from income taxes. 


Operations 


The operations of the corporation are reported in the Statement 
of Income as commercial operations, research and development 
operations, and discontinued operations. 


Commercial operations consist of nuclear power engineering 
and design, project management, operating plant support services, 
manufacturing and selling of medical and industrial radiation 
equipment and radioisotopes, and investments. 


Research and development operations consist of basic and 
applied nuclear research and development, and contract research 
and development services. 


Discontinued operations consist of placing and maintaining 
prototype reactors in a safe storage mode as the initial stage of 
decommissioning, as well as the activities associated with closure 
and protection of the heavy water plants at Glace Bay, Port 
Hawkesbury and LaPrade. 


Insurance 


Historically, the corporation has assumed substantially all risks 
pertaining to the assets and operations of research and develop- 
ment, and prototype reactors. Effective May 1, 1988, these assets, 
except for decommissioned prototype reactors, are insured for 
conventional risks. 


Commercial assets and operations, as well as heavy water 
inventories, are insured to the extent considered appropriate. 


Sales agents’ remuneration 


Guidelines concerning the commercial practices of Crown cor- 
porations require disclosure of sales agents and the total remuner- 
ation paid to them during the year. 


Remuneration and expenses paid to the following sales agents 
and representatives in 1988, primarily with respect to commercial 
operations, aggregated $2.4 million (1987—$2.0 million): 

B.C. Park, U.S.A.; Bio Nuclear Diagnostica Industria E. 

Comercio Ltda., Brazil; Costa Rica Dental and Medical Supply 

Company, Costa Rica; Eastronics Limited, Israel; Equipo Para 

Hospitales, S.A., Mexico; General Machinery Company Ltda., 

Chile; Korea General Trading Corporation, Republic of South 

Korea; Kostas Karayannis, S.A., Greece; Marubeni Corpora- 

tion, Japan; Medtel Pty Limited, N.S.W. Australia; Novelait 

(Medical) Limited, Hong Kong; Promed International, S.A., 

Panama; Spring Port Taiwan Limited, Taiwan; PII-PED Inter- 

national Inc., U.S.A.; P.T. Sanga Kencana_ International, 

Indonesia; Radiotherapy & Medical Systems Pty Ltd., Aus- 

tralia; Societa Lombarda Di Televisione s.r.l., Italy; Sumta 

Inc., Turkey; Tamathe s.r.l., Argentina; Tareq Company, 

Kuwait; Zelin Limited, Pakistan. 
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BANK OF CANADA 


MANDATE 


The Bank of Canada is responsible for the formulation and implementation of monetary policy in Canada and acts as 
the government’s fiscal agent. The Bank has the sole right to issue currency intended for circulation in Canada and it 
fixes the percentage of the deposit liabilities of chartered banks which they must maintain as secondary reserves. It 
conducts open-market operations, buying or selling securities as, in its judgement, the progress of Canada’s economy 
requires. As fiscal agent, it handles the issue of securities of Canada and payment of related interest and principal; it 
also cashes and negotiates cheques drawn on the Receiver General. It administers the Exchange Fund Account and 
acts as agent for the government’s operations in the foreign exchange market. 


BACKGROUND 


The Bank was created by its Act in 1934 as Canada’s central bank. 


CORPORATION DATA 

HEAD OFFICE 234 Wellington Street 
Ottawa, Ontario 
K1A 0G9 

STATUS Acts as the fiscal agent of the Government of Canada; is exempted 
from the provisions of Divisions I to IV of Part X of the Financial 
Administration Act. 

APPROPRIATE MINISTER The Honourable Michael Wilson, P.C., M.P. 

DEPARTMENT Finance 

YEAR AND MEANS 1934, by the Bank of Canada Act (R.S.C. 1985, c. B-2). 

OF INCORPORATION 

CHIEF EXECUTIVE John Crow 

OFFICER 

AUDITOR Arthur Andersen & Co. and Ernst & Whinney. 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1987 1986 1985 1984 
Expenses DClOre GeOreclatlon a2 su. s eye ae el ee eee ees jee 143 135 118 


Note: This Financial Summary is cursory compared with that for any other corporation in this Report. This is 
appropriate because the nature of the operations of a central bank makes its financial statements unique in their 
import. For example: the Bank’s assets are mostly securities of Canada and its revenues are mostly the interest paid 
to it by Canada on those securities. Therefore, the substantial net income (1987, $1,844 million; 1986, $1,936 
million) which the Bank pays to Canada is essentially the completion of a circular flow of cash, diminished by the 
amount of the Bank’s operating expenses. 
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BANK OF CANADA 


AUDITORS’ REPORT 


We have examined the statement of assets and liabilities of the Bank 
of Canada as at December 31, 1987 and the statement of revenue and 
expense for the year then ended. Our examination was made in accord- 
ance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in 
the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Bank as at December 31, 1987 and the results of its 
operations for the year then ended in accordance with the accompa- 
nying summary of significant accounting policies, applied on a basis 
consistent with that of the preceding year. 


Arthur Andersen & Co. 

Ernst & Whinney 
Ottawa, Canada 
January 27, 1988 


STATEMENT OF ASSETS AND LIABILITIES 
AS AT DECEMBER 31, 1987 

(with comparative figures for 1986) 

(in thousands of dollars) 


ASSETS 1987 1986 


Deposits payable in foreign currencies 


MES Amd OllarSies terete cites eee eee cca 305,819 314,896 
(them CurrenCles ears cre teres oeees so see ern eseeec cee: 4,877 8,159 
310,696 323,055 

Advances to members of the Canadian Payments 
Association (Note 2)..........---secessssecererseronenserenens 798,251 867,531 

Investments—At amortized values (Note 3) 

Treasury bills of Canada ..........:.:.ceereeeseietice 9,676,651 7,803,859 

Other securities issued or guaranteed by 
Canada maturing within three years................ 2,603,372 2,969,430 

Other securities issued or guaranteed by 
Canada not maturing within three years.......... 7,915,185 7,437,840 
OtheminvestMentS.5.5. ace e cece eaten seeeri 1,187,027 1,024,157 
21,382,235 19,235,286 
Bank premises (Note 4) ..........:::c ener 141,290 138,472 
Accrued interest on investments ..............:::eee 320,732 323,363 
OGheraSSetSy ties eres oe a eae 69,995 57,008 


23,023,199 20,944,715 


whine este fo vite Jallag tie Mei ene i 


See accompanying notes to the financial statements. 


J. W. CROW 
Governor 


J. E. H. CONDER 
Chief Accountant 
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LIABILITIES | ASST TE UY 
Capital paid up (Note 5) ........:::see eset: 5,000 5,000 
Rest fund (Note 6) .........::ccccccccceeeeneseseseseeeeteneneneetens 25,000 25,000 
Notes im Circulation ......0c.:ccccceccececcenceseereeveocetestenss 19,447,407 17,911,360 
Deposits 
Government of Canada.........-.-..2::---:2-c.0ecreeneeeeee 23,330 48 647 
GharteredibanksSceemsw tnt cere ne ore cence 2,648,949 2,446,039 
Other members of the Canadian 
Payments Association ............:c:c eee ernie 287,129 241,211 
Other deposits .............c.ccccce ee eeeceseeeeeseeseseeneentess 428,656 159,132 
3,388,064 2,895,029 
Liabilities payable in foreign currencies 
Government of Canada............:.::::cc:sncercteeeeceeees 134,409 86,992 
CHET oka ae ee cs ease came 12 aE) 
134,421 87,019 
Bank of Canada cheques outstanding ................-.5 16,448 P35 
Other liabilitiesscss. cps eee eee eee 6,859 9,956 


23,023,199 20,944,715 
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BANK OF CANADA—Continued 


STATEMENT OF REVENUE AND EXPENSE 
YEAR ENDED DECEMBER 31, 1987 

(with comparative figures for 1986) 

(in thousands of dollars) 


1987 1986 
Revenue 
Revenue from investments and other sources, 
net of interest paid on deposits of $11,378 ($6,601 
INA D8 6) eee ersten erent ecm he fee veka tees UL oo 2,007,604 2,092,189 
Expense 
SalaTics L Rem ee Fe Bee a othe enue: 64,668 62,234 
Contributions to pension and insurance funds) ........ 7,640 7,040 
‘Othemstatfivexpenses) eee eee eee 1,741 1,411 
Directors hiCesite.oneatt eote ee etd ae nee ae ee 114 109 
ANiditors#l cestandiexDensesmeees ete eee 495 740 
Taxes—Municipal and bUSineSS 1.50.00... 0...cc-cescsccro.s-ess 8,100 8,161 
Banknote COS(S oe ee eer en Ne en, ee S}p)s 7/116} 32,561 
Data processing and computer COStS..............cccc0c00 6,005 5,745 
Premises maintenance—Net of rental income™)........ 16,810 14,805 
Printing OL publications maue omer oe ocd vsesescssrecs 582 541 
Othenprinting:and Stationenyi co.cc ccc essseeoe cones 2,031 2,119 
Postagevand:expresses carrer eae teri iccssceeceeie 1,572 2,158 
MclecommUniCatlOnSmer eee tee eee 1,545 1,574 
raveltangrestathtransiersm ere eee ri cece ore 2,063 2,009 
Otherexpensesterwre ees ee ee ees, Ae ae 2,126 2,067 
151,205 143,274 
Depreciation on buildings and equipment................... 12,502 12,449 
163,707 155,723 
Net revenue paid to Receiver General for Canada ........ 1,843,897 1,936,466 


See accompanying notes to the financial statements. 

() Salaries include overtime and are for Bank staff other than those engaged in 
premises maintenance. The number of employee years worked by such staff 
(including temporary, part-time and overtime work) was 2,246 in 1987 com- 
pared with 2,289 in 1986. 

) Contributions to pension and insurance funds for Bank staff other than those 
engaged in premises maintenance. 

®) Other staff expenses include retirement allowances and educational training 
costs. 

(4) Premises maintenance comprises building and equipment maintenance 
expenses including related staff costs. 
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NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1987 


1. Significant Accounting Policies 


The financial statements of the Bank conform to the disclosure 
and accounting requirements of the Bank of Canada Act and the 
Bank’s by-laws. The significant accounting policies of the Bank 
are: 


(a) Revenues and Expenses 


Revenues and expenses are accounted for on the accrual basis 
except for interest on advances to a bank ordered to be 
wound up where interest is recorded as received. 


(b) Investments 


Investments, consisting mainly of Government of Canada 
treasury bills and bonds, are recorded at cost adjusted for 
amortization of purchase discounts and premiums. The 
amortization as well as gains and losses on disposition are 
included in revenue. 


(c) Translation of Foreign Currencies 


Assets and liabilities in foreign currencies are translated to 
Canadian dollars at the rates of exchange prevailing at the 
year-end. Gains and losses from translation of, and transac- 
tions in, foreign currencies are included in revenue. 


(d) Bank Premises 


Bank premises, consisting of land, buildings and equipment, 
are recorded at cost less accumulated depreciation. Deprecia- 
tion is calculated on the declining balance method using the 
following annual rates: 


Buildings 5% 

Computer equipment 35% 

Other equipment 20% 
(e) Pension plan 


The Bank’s contributions to the Pension Fund are recorded 
as expenses at the time they are made. Actuarial surpluses or 
deficiencies, if any, are amortized over periods not exceeding 
those provided for by the Pension Benefits Standards Act, 
1985, and the regular contributions are adjusted accordingly. 


2. Advances to Members of the Canadian Payments Association 


Advances include a total of $362,151,392 ($790,831,007 in 
1986) provided to the Canadian Commercial Bank and the 
Northland Bank for which winding-up orders have been issued by 
the courts. The liquidators appointed by the courts were also 
appointed as agents of the Bank of Canada for the purpose of 
realizing on the loan portfolios held as security against the respec- 
tive advances. On the basis of the information available at Decem- 
ber 31, 1987, it is the opinion of the Bank of Canada that its 
advances will be fully repaid from the proceeds of the liquidations. 


3. Investments 


Investments included securities of the Government of Canada 
totalling $164,942,690 (nil in 1986) held under Purchase and 
Resale Agreements. 
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BANK OF CANADA—Concluded 


NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Concluded 


4. Bank Premises 


1987 1986 
Accu- 
mulated 
depre- 
Cost ciation Net Net 
(in thousands of dollars) 

Land and buildings............. 169,262 58,557 110,705 84,752 
Computer equipment ......... 29,331 Des: 7,576 8,758 
Other equipment................. 38,909 23,964 14,945 14,553 
237,502 104,276 133,226 108,063 
Projects in progress ............ 8,064 8,064 30,409 


245,566 104,276 141,290 138,472 


5. Capital 


The authorized capital of the Bank is $5,000,000 divided into 
100,000 shares of the par value of $50 each. The shares are fully 
paid and in accordance with the Bank of Canada Act have been 
issued to the Minister of Finance, who is holding them on behalf 
of Canada. 


6. Rest Fund 


The rest fund was established by the Bank of Canada Act and 
represents the general reserve of the Bank. In accordance with the 
Act, the rest fund was accumulated out of net revenue until it 
reached the stipulated maximum amount of $25,000,000 in 1955S. 
Subsequently all net revenues have been paid to the Receiver 
General for Canada. 


7. Contingent Liabilities 


The Bank has agreed with the Bank for International Settle- 
ments to participate in an international initiative to provide credit 
facilities to the International Monetary Fund. The Bank’s poten- 
tial liability under this agreement, which expires in June 1988, is 
limited to the placing of deposits with the Bank for International 
Settlements, if required, to finance loans made under the facility. 
Pursuant to the agreement, as at December 31, 1987, the Bank 
was contingently liable in the amount of SDR 87,140,443 
($160,622,816). 
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SUMMARY PAGE 


CANADA COUNCIL 


MANDATE 

To foster and promote the study, enjoyment and production of works in the arts; to coordinate UNESCO activities in 
Canada and Canadian participation in various UNESCO activities abroad. 

BACKGROUND 

The Council receives a parliamentary grant each year for its operations. As well, it has income from the $50 million 


Endowment Fund which was created by its Act and from monies and properties donated to the Council and 
administered as Special Funds. It is a charitable organization for the purposes of the Income Tax Act. 


CORPORATION DATA 
HEAD OFFICE 99 Metcalfe Street 
Ottawa, Ontario 
K1P S5V8 
STATUS — exempt from Divisions I to IV of Part X of the Financial 


Administration Act; not listed in the schedules to the Act 
— not an agent of Her Majesty 


APPROPRIATE MINISTER 


The Honourable Flora MacDonald, P.C., M.P. 


DEPARTMENT Communications 

YEAR AND MEANS 1957, by the Canada Council Act (R.S.C. 1985, c. C-2). 
OF INCORPORATION 

CHIEF EXECUTIVE Peter Roberts 

OFFICER 

CHAIRMAN Maureen Forrester 

AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 
At the end of the period 
ASscis=— LOGOWINENt ACCOUNt .f actin ae eee 128.7 12122 107.4 2 BP 
IS DECIAILE UNG Seis Mek ctat assent eee ee eats 40.1 38.8 35:9 a1) 
Cash from Canada in the period 
Bee DUODCTAIN it Pen hoes at, Ai guh ies oe sentra ee eee 96.9 85.5 74.2 72.6 
peetVOOTD UI OL TV cco ee hea Or eek ita eee Soe Re ae ee nil nil nil nil 
THLE fh fo Nt bere CORN Fan eae Ie 8 ca ney RES NS | SK a 9.4 9.6 11.6 L3 
PIA Vo.Ol PTANtS, SCLVICES. ANG AMT so) cacescedeset- nee ates -eueeen cece eae: 82.7 84.3 69.4 70.4 
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CANADA COUNCIL 
AUDITOR’S REPORT 


TO THE CANADA COUNCIL AND THE 
MINISTER OF COMMUNICATIONS 


I have examined the balance sheets of the Endowment Account and 
Special Funds of the Canada Council as at March 31, 1988 and the 
statements of revenue and expenditure and equity of the Endowment 
Account and Special Funds and the statement of changes in financial 
position of the Endowment Account for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Council as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 10, 1988 


ENDOWMENT ACCOUNT 


BALANCE SHEET AS AT MARCH 31, 1988 
(in thousands of dollars) 


ASSETS 1988 1987 

G@ashrandishont-terin Ge positSwrewerne re ert renen nn cee 15,850 9,853 
Accruediinterest: ose: meee tte ete eee 1,593 1,418 
AccountsireceiVablecees citar arte c ies, een Meee 169 231 
Prepaidvexpensesierse enc aes mee ore): Seay, 165 239 
Investmentst(INote 4) te. 218 creer mre by nteentene, entered 97,368 96,785 
Equipment and leasehold improvements (Note 5)................ 1,438 1,470 
Woorksioleantere: oe sates Soc hce eis on tery Siok ced oy 12,141 11,249 


128,724 121,245 


Approved by management: 


PETER BROWN 
Treasurer 


Approved by the Council: 


MAUREEN FORRESTER 
Chairman 
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LIABILITIES 


Bankioverdraiit cccreeeecre cs ncies te or cease eee 
Grants: paya bles en ret ners cet ec eee 
Accounts payable and accrued liabilities ...........0..0ccce 
Deferredicredits: (INOte10) ema eteer eet ase eee tener 
Dueto:Specialitunds merece eto veneer ce eee ee 
Duetorspecialairusts (NOte</)/e-aeeeeteee 
Provision for employee termination benefits ........0..0c0005 


EQUITY 

Fund capital 
Principal, established pursuant to Section 14 of the Act.. 
Accumulated net gains on disposal of investments ........... 


Contributed surplus—Works of art .......... sehen Paseee plea 


Surplus 
Appropriated turs.cca-cerun conan eo aeree nt tie earn cee 
Wnappropriated):: setae crete sincere eee eee eee 


1988 


17,047 
1,562 
548 
2,583 
2,349 
965 


25,054 


50,000 
30,047 


80,047 
12,141 


92,188 


2,700 
8,782 


11,482 
103,670 
128,724 


1987 


29,539 


50,000 
26,121 


76,121 
11,249 


87,370 


2,700 
1,636 
4,336 
91,706 
121,245 
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CANADA COUNCIL—Continued 


STATEMENT OF REVENUE AND EXPENDITURE 
OF THE ENDOWMENT ACCOUNT 

FOR THE YEAR ENDED MARCH 31, 1988 

(in thousands of dollars) 


1988 
Revenue 
Rarhiamentaryecrantsy(INOte%8) er .esesert ree cteceeenete- se eee 96,895 
nterestandidividends eee eek me kia heir eee orca 7,996 
ATtBaNk LEN tallest nts omen Se: trees stee aoe os Shcweaesseies 831 
Cancelled grants, approved in previous years, and refunds. 426 
CEN ETITEVENUC anne eee eee Oe eat a ahh ineteaoot 190 
106,338 
Expenditure 
Arts 
Grants:and SeLvicesiwe eee es eee ee ee ee 81,653 
AOmINIStEALIONICSCNCOUIC) mageaceeessccrtirniss etna ence 8,578 
IWORKSIOM ATE wctecd enn oon ae oe nnn cetyl sees On rata 892 
91,123 
Canadian Commission for UNESCO 
Administration (Schedule) assess cers recessions 980 
Grantsiand Services ee porte ese eases ces et eis eens 101 
1,081 
General administration (Schedule) ...............c:cccecceseeseeeseeeees 6,988 
99,192 
Excess of revenue over expenditure (expenditure over reve- 
DUC) MOTAL ES Cale meer te eermcetra tae ar meeee meet nates ieee emcee ae 7,146 


STATEMENT OF EQUITY OF THE ENDOWMENT ACCOUNT 


FOR THE YEAR ENDED MARCH 31, 1988 
(in thousands of dollars) 


Fund capital 


1987 


85,311 
8,423 
737 
399 

73 


94,943 


83,020 
7,151 
922 


91,093 


799 
124 


923 
5,624 
97,640 


(2,697) 


Total 


Accu- 
mulated 
net gains 
on disposal 
of invest- 
Principal ments 1988 
Balance at beginning of the year ......... 50,000 26,121 76,121 
Net gains on disposal of investments ... 3,926 3,926 
Works of art purchased during the 
AU SE Os A a7 ted nc ERE Bas pecrealvesiene barnes 
Excess of revenue over expenditure 
(expenditure over revenue) for the 
NCAT pete eree ee ae Tee Sa et eee oar 
Balance at end of the year .................... 50,000 30,047 80,047 


1987 


63,850 
AeA 


76,121 


Contributed 
surplus 


Total 


1988 1987 


11,249 10,327 


892 922 


12,141 11,249 


Appro- 
priated 


2,700 


2,700 


Surplus 
Total 
Unappro- 
priated 1988 1987 
1,636 4,336 7,033 
7,146 7,146 (2,697) 


8,782 11,482 4,336 
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CANADA COUNCIL—Continued 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
OF THE ENDOWMENT ACCOUNT 

FOR THE YEAR ENDED MARCH 31, 1988 

(in thousands of dollars) 


1988 1987 


Operating activities 
Excess of revenue over expenditure (expenditure over 


revenue) for the year s..c:c--..::-.cesocc-cesaeneseresesnerenereceescecosesters 7,146 (2,697) 
Items not affecting cash 

Depreciation and amortization. .............:::cceeeeeeeeeees 378 332 

Loss on disposal of equipment .............::ccccecee renee eereseenenees 9 27 
Employee termination benefits..............:::ccsereeeeeiees 166 (250) 
7,699 (2,588) 

Decrease (increase) in accrued interest... (175) 253 

Decrease in accounts receivable ..............:.::ccccecseeeteeeeees 62 40 

Decrease in prepaid EXPeMses .............ccei ieee eeeeee 74 154 
(Decrease) in grants payable..............cee treet teteeees (2,034) (204) 
(Decrease) in accounts payable and accrued liabilities... (87) (113) 
Increase (decrease) in deferred credits... 156 (593) 

Increase in amount due to Special Funds and Special 

ST EUS ES ee Ra oes ee eee see ere en tasted ona trancnae 1,142 672 

Funds provided by (applied to) operation activities ............... 6,837 (2,379) 


Investing activities 


Acquisition of equipment and leasehold improvements ...... (360) (1,079) 
Proceeds on disposal of equipment.............::c ces 5 Se 
Increase uMiinivestMents ee eee kere trates cere creer (583) (9,661) 
Funds applied to investing activities 0.0.0.0... eee (938) (10,681) 


Financing activities 
Net gains on disposal of investments transferred to Fund 


api tal errata naa eter teeter eae cers 3,926 12,271 
Funds generated by financing activities 0.0.0.0... 3,926 12,271 
Increase (decrease) in funds ................ccscccceseceeecteneneeeeteeeneseneess 9,825 (789) 
Funds at beginning of the year................:cccccseeteteceseereneseneseeeees 6,025 6,814 
Funds (cash, short-term deposits and bank overdraft) at end 

Lite VOT secre researc eee 15,850 6,025 


SPECIAL FUNDS 


BALANCE SHEET AS AT MARCH 31, 1988 
(in thousands of dollars) 


Neen 


ASSETS 1988 1987 LIABILITIES 1988 1987 
Gashrand| short-term GepositSiwacs ce. cance: eee nares 4,998 2,845 Grants pa yale ois cccsccscccgsesscsesenarsearrencesagesraccenevecstsevocosonarsttasres 2,659 2,355 
INCCTMECANTELeStseeee eran LR esa 623 509 a 
VESTIMERNTS: UINOCE FP ncn cc cacccccenspescenacsucccccccdsobancesensssenvaccssceasavesen 
Dari oe eh a) a oss3 2483 ©: EQUITY 
IMusicalinstrumentre tse eta ce eens sar 266 Fund capital 
1 EEA UEE 82 craven ented faoron tr oP “cc NEBr chccocenecctents Sanabeer omelet cee 30,975 30,484 
Accumulated net gains on disposal of investments............... 6,469 5,338 
37,444 35,822 
Surplus: (deficit) pacers coe cece errsene rere eee ee ecsateears (16) 621 
37,428 36,443 
40,087 38,798 40,087 38,798 


eee ee ee ee 


Approved by management: 


PETER BROWN 
Treasurer 
Approved by the Council: 


MAUREEN FORRESTER 
Chairman 
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CANADA COUNCIL—Continued 
STATEMENT OF REVENUE, EXPENDITURE AND EQUITY OF THE SPECIAL FUNDS (NOTE 2) 


FOR THE YEAR ENDED MARCH 31, 1988 


(in thousands of dollars) 


| Revenue and expenditure 
| Revenue 
Interest and dividends .. 


Expenditure 
Grants eet sera. 


Excess of revenue over 
expenditure (expendi- 
ture over revenue) for 
theyveareeeen. ce 


Equity 
Fund capital 
Principal 
Balance at beginning 
Oftheyeanewe 


Cash received............ 
Net income capital- 


Accumulated net gains 
on disposal of 
investments 

Balance at beginning 
Otithewyea tee 
Net gains on disposal 
of investments ...... 


Surplus (deficit) 
Balance at beginning of 
the yearns 
Excess of revenue over 
expenditure (expen- 
diture over revenue) 
fonthewyearenn ce 
Net income capitalized 


Balance at end of the 


Izaak 
Walton 
Killam 

Memorial 


1,350 
1,518 


204 
1,722 


(372) 


13,442 


113 


13,555 


2,651 


556 
3,207 
16,762 


186 


(372) 
(113) 


(299) 
16,463 


Killam 
Special 
Scholar- Jean A. Molson 
ship Chalmers Prize 
1135) 37 108 
1,014 40 100 
144 4 11 
1,158 44 111 
(23) (7) (3) 
14,130 500 1,000 
99 
14,229 500 1,000 
2,051 288 
468 53 
2,519 34] 
16,748 500 1,341 
30 
(23) (7) (3) 
(99) 
(122) 23 (3) 
16,626 523 1,338 


Lynch- 
Staunton 


111 
160 


160 


(49) 


699 


699 


348 
54 


402 
1,101 


256 


(49) 


207 
1,308 


Frances 
and J.P. 
Barwick 


93 
279 


372 


372 


396 


John 
B.C. Vida 
Watkins Peene 
19 42 
42 
42 
19 
600 
600 
600 
132 
19 
151 
151 600 


Coburn 
Fellow- 
ship 
Trust 


2 


20 


20 


20 


2 


3 
23 


Total 


1988 


2,814 
2,874 


365 
3,239 


(425) 


30,484 
279 


212 


30,975 


5,338 


1,131 


6,469 
37,444 
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1987 


2,974 
2,287 


377 
2,664 


310 


30,256 


228 


30,484 


1,936 


3,402 
5,338 
35,822 


539 


310 
(228) 


621 
36,443 
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CANADA COUNCIL—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 


1. Authority and operations 


The Canada Council was established by the Canada Council 
Act in 1957 which authorized the creation of an Endowment 
Fund of $50 million. Except for the annual parliamentary grant, 
monies or properties donated to the Council pursuant to Section 
20 of the Act are generally accounted for as Special Funds. The 
Council is not an agent of Her Majesty. Its objectives are to foster 
and promote the study, enjoyment and production of works, in the 
arts. 


2. Special funds 


(a) Izaak Walton Killam Memorial 


A bequest of $12,339,615 in cash and securities was received 
from the estate of the late Mrs. Dorothy J. Killam for the 
establishment of the Izaak Walton Killam Memorial Fund 
for Advanced Studies “to provide scholarships for advanced 
study or research at universities, hospitals, research or scien- 
tific institutes, or other equivalent or similar institutions both 
in Canada and in other countries in any field of study or 
research other than the ‘arts’ as presently defined in the 
Canada Council Act and not limited to the ‘humanities and 
social sciences’ referred to in such Act.” 


The bequest contains the following provisions: “the Fund 
shall not form part of the Endowment Account or otherwise 
be merged with any assets of the Council”; and “in the event 
that the Canada Council should ever be liquidated or its 
existence terminated or its powers and authority changed so 
that it is no longer able to administer any Killam trust, the 
assets forming any such Killam trust shall thereupon be paid 
over to certain universities which have also benefited under 
the will.” 


The cash and securities received and the proceeds have been 
invested in a separate portfolio. 


(b) Killam Special Scholarship 

This fund was established by way of securities received from 
the late Mrs. Dorothy J. Killam. Dividends and proceeds 
from the redemption of those securities amounted to 
$13,653,344. The net income from this fund is available to 
provide fellowship grants to Canadians for advanced study or 
research in the fields of medicine, science and engineering at 
universities, hospitals, research or scientific institutions or 
other equivalent or similar institutions in Canada. 


wa 


Jean A. Chalmers 


An endowment of $500,000 in cash was received from Mrs. 
Floyd S. Chalmers to establish a special Jean A. Chalmers 
Fund for the crafts. In consultation with the Canadian Crafts 
Council, the income of the fund is used to provide a small 
number of special project grants for the development or 
advancement of the crafts in Canada. 


(d) Molson Prize 


Gifts of $1,000,000 were received from the Molson Founda- 
tion for the establishment of the Molson Prize Fund. The 
income of the fund is used for awarding cash prizes to 
Canadians “for outstanding achievement in the fields of the 
Arts, the Humanities or the Social Sciences that enriches the 
cultural or intellectual heritage of Canada or contributes to 
national unity”. There is no restriction placed on the recipi- 
ent as to the use of the prize. 


(c 


a 


(e) 


(f) 


— 


(g 


(h) 


(i 


~— 
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Lynch-Staunton 


This fund was established by a bequest in cash of $699,066 
received from the estate of the late V.M. Lynch-Staunton, 
the income from which is available for the regular pro- 
grammes of the Council. 


Frances Elizabeth Barwick and J.P. Barwick 


A bequest of $40,000 in cash was received from the estate of 
the late Mrs. Frances Elizabeth Barwick with the condition 
that “‘such bequest be applied for the benefit and encourage- 
ment of the arts”. A bequest of $53,000 was also received 
from the estate of J.P. Barwick “for the benefit of the musi- 
cal division of the arts and for the encouragement of the 
musical arts”. The total fund is to be used for the benefit of 
the musical division. These funds, in addition to the dona- 
tions received during the year, are being used for the estab- 
lishment of a musical instrument bank. 


John B.C. Watkins 


This fund was established by a bequest consisting of the net 
income from the residue of the estate of the late John B.C. 
Watkins to provide scholarships for postgraduate studies in 
specified countries. 


Vida Peene 


This fund was established by a bequest in cash of $599,761 
received from the late Vida Peene to provide payments to 
specified organizations. 


Funds will eventually be received from the following 
bequests: 


(i) Edith Davis Webb 
This fund, estimated at $400,000, is intended “for the 
purpose of making grants or establishing scholarships 
for musical study in such manner as the Council shall 
determine”. 


(ii) Coburn Fellowship Trust 
This fund, the amount of which cannot be determined 
at this time, is to provide for exchanges of scholars 
between Israel and Canada. It consists of an amount of 
$100 from Kathleen Coburn to establish this fund as 
well as a $20,000 donation received from F.E. Coburn. 


3. Significant accounting policies 


(a) 


(b) 


Investments 


Equities, bonds, debentures and mortgages are recorded at 
cost. The portfolios of two Special Funds (Molson Prize and 
Lynch-Staunton) are merged with the Endowment Account. 
The participation of each fund was calculated on the basis of 
market value. Interest, dividends, gains and losses on disposal 
of investments are allocated to each fund based on the per- 
centages established at the beginning of each quarter. 


Investments are written down to market value when the loss 
in value is considered to be other than a temporary decline. 


Equipment and leasehold improvements 


Equipment and leasehold improvements are recorded at cost 
and depreciated over their estimated useful lives on the 
straight-line method, as follows: 


Equipment 3 to 5 years 
Leasehold improvements term of the lease 
(maximum 10 years) 
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MARCH 31, 1988—Continued 


(c) 


(d) 


(e) 


(f) 


(g) 


(h 


~~ 


(i) 


G 


— 


(k 


~— 


(1) 


Works of art 
Works of art are recorded at cost. 


Musical instruments—Special Funds 
Musical instruments are recorded at cost. 


Employee termination benefits 


Employees are entitled to specific termination benefits as 
provided for under the Council’s policy and conditions of 
employment. The cost of these benefits is expensed in the 
year in which they accrue to employees. 


Gains and losses on disposal of investments 


Pursuant to subsection 19(2) of the Act, net gains on disposal 
of investments are credited to the fund capital. Net losses on 
disposal of investments are charged against this account to 
the extent of the balance available therein. In the event that 
losses exceed the balance available in the account, the excess 
is recorded as an expenditure in the year of realization. 


Contributed surplus 


Amounts paid during the year for the purchase of works of 
art are expensed. Such purchases are then capitalized as con- 
tributed surplus—works of art and no depreciation is 
recorded. 


Appropriated surplus 


The Council has established a reserve to reduce the erosion of 
value of the original endowment due to inflation. Any 
changes in this account are approved by the Council. 


Capitalization of net income of Special Funds 


The Council capitalizes 10% of the revenue less administra- 
tion expenditure of the Izaak Walton Killam Memorial Fund 
for Advanced Studies and the Killam Special Scholarship 
Fund, in accordance with advice received from the trustees of 
these Funds in order to preserve the equity of these Funds for 
future beneficiaries. However, for the purposes of the Funds, 
the Council reserves the right to draw at any time on the 
accumulated net income capitalized. 


Pension plan 


Employees participate in the Public Service Superannuation 
Plan administered by the Government of Canada. The 
employees and the Council contribute equally to the cost of 
the Plan. This contribution represents the total liability of the 
Council. 


Parliamentary grants 


Parliamentary grants are recorded as revenue in the fiscal 
year in which they are approved by Parliament. 


Grants 


Grants approved by the Council are recorded as expenditure 
in the appropriate year as determined by the Treasurer in 
consultation with the Arts Division. Cancelled grants, 
approved in previous years, and refunds are shown as revenue 
in the Endowment Account. For Special Funds, such items 
are deducted from the grants expenditure. 
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4. Investments 
1988 1987 
Market Market 
Cost value Cost value 
(in thousands of dollars) 
Endowment Account 
EQuitiesse a ermi ac merino 50,853 56,870 Seb le 68,336 
Bonds and debentures......... 44,424 46,190 43,323 49,021 
Motpagess se eee 2,091 2,091 2,345 2,207 
97,368 105,151 96,785 119,564 
Special Funds 
Bonds and debentures......... 18,031 18,281 18,700 20,084 
EQuitieS ee ree ee 13,264 15,516 13,916 20,472 
Mortgagesa sete ree 322 322 345 270 
31,617 34,119 32,961 40,826 
5. Equipment and leasehold improvements 
1988 1987 
Accu- 
mulated 
deprecia- 
tion and Net Net 
amor- book book 
Cost tization value value 
(in thousands of dollars) 
EQuIpIMen tame ee ce 1,560 758 802 739 
Leasehold improvements........ 847 211 636 731 
2,407 969 1,438 1,470 
6. Deferred credits 
1988 1987 
(in thousands 
of dollars) 
Deferred revenue—Art Bank rentals.....................0:00000 316 p\p) 
Canadian Commission for UNESCO ..................000ccees 232 180 
548 392 


The deferred credit amount from the Canadian Commission for 
UNESCO represents funds received for specific programs for 
which expenditures have not yet been incurred 


7. Due to Special Trust 


These funds have been accounted for separately due to special 
conditions related to the donations. 


(i) 


(ii) 


Glenn Gould Prize Fund 


The Council received $475,113 from the Glenn Gould 
Memorial Foundation to provide a prize of $50,000 every 
three years (funds permitting) to an outstanding individual 
for his/her original contribution in the field of Music and 
Communications. Since inception, the fund has earned 
$128,817, and has received a further advance of $50,000. As 
at March 31, 1988, the balance stood at $556,053. 


Joseph S. Stauffer Fund 


The Council received $350,000 from the Estate of Joseph S. 
Stauffer, the income from which is to provide prizes to 
encourage promising young Canadians in the fields of music, 
visual arts and literature. Since inception, the fund has 


AG 
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(iii) 


(iv) 


(Vv 


— 


(vi) 


(vii) 


earned $86,462, and had received a further advance of 
$50,000. As at March 31, 1988, the balance stood at 
$479,662. 


The Duke and Duchess of York Prize in Photography 


The Council received an endowment of $170,000 from the 
Government of Canada as a wedding gift to The Duke and 
Duchess of York. The income from this endowment is to be 
used to provide an annual scholarship to a professional artist 
for personal creative work or advanced study in photography. 
Since inception, the endowment has earned $16,460. As at 
March 31, 1988, the balance stood at $174,141. 


The Gershon Iskowitz Prize 


The Gershon Iskowitz Foundation has created the Gershon 
Iskowitz Prize to be administered and awarded by Council 
every two years to a mature, successful professional 
Canadian artist for personal creative work or continuing 
research in visual arts. As at March 31, 1988, the balance 
stood at $2,261. 


Visiting Foreign Artists Program 


The Visiting Foreign Artists Program is administered by the 
Arts Awards Service of the Canada Council on behalf of the 
Department of External Affairs. It is a residency program 
through which professional Canadian organizations receive 
assistance to invite distinguished foreign artists from any 
country outside Canada for periods ranging from two weeks 
to four months. As at March 31, 1988, the balance stood at 
$117,073. 


Petro Canada Award 


During the year, Petro-Canada donated $50,000 towards an 
award in the media arts. The income from this donation is to 
be used to provide an annual award to an artist who has 
achieved outstanding and innovative use of new technology in 
the media arts. The donation earned $3,454 during the year 
and the balance stood at $53,454 at March 31, 1988. 


Japan-Canada Fund 


On March 31, 1988, the Government of Japan endowed 
$966,651 to Council “to further strengthen the relations 
between Canada and Japan’. After consultations with the 
Embassy of Japan, the income from the endowment is to be 
used to fund programs that will encourage artistic exchange 
between the two countries. 


8. Parliamentary grants 
Parliament approved a one time parliamentary grant of $8 mil- 


lion 


that was received by Council on March 31, 1988 and 


recorded as revenue. These monies will be expensed in the next 
fiscal year. 
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9. Lease commitments 


The Council is a party to long-term leases in respect to rental 
accommodation. The aggregate minimum annual rental is as 


follows: 

(in 

thousands 
of 
dollars) 

L989) 5.8 eh nc the LE oe eee A I ed SR ee te 1,521 
1990 se c1ek 2 OE Ee a reek eee SER a Ue ee ae ood eS2ir 
NU Woe Sere Peers cy eae eg NR IE A RI bi EME IS ere 1,430 
1992 ore oka sstocsrute i aR acacia Ne cok OMe ates kh tia Rie 1,410 
1993) feet. tonto te et ae Rss AS ALA 1,410 


10. Comparative figures 


Certain of the comparative figures have been reclassified to 
conform to the current year’s presentation. 


SCHEDULE OF ADMINISTRATION EXPENDITURE 
OF THE ENDOWMENT ACCOUNT 

FOR THE YEAR ENDED MARCH 31, 1988 

(in thousands of dollars) 


Cana- 
dian 
Commis- Total 
sion for 
Arts UNESCO _ General 1988 1987 


Salaries 2k eee 4,906 498 3,202 8,606 8,026 
Employee benefits........ 717 84 479 1,280 762 
Office accommodation 942 119 1,114 Pi So} 786 
Stafftravell4 2-2. = 765 65 128 958 844 
Communications .......... 428 36 208 672 638 
Professional and spe- 

Clall Services arene 320 39 209 568 510 
Informatics 5 2 474 481 342 
Meeting expenses 

including members’ 

honoraria .................. 102 103 236 441 307 
Depreciation and 

amortization ............. 43 335 378 332 
Investment _ portfolio 

management............. 319 B19 300 
Printing, publications 

and duplicating......... 181 24 95 300 S17 
Office expenses and 

equipmentee) en 82 9 179 270 318 
Miscellaneous............... 87 1 10 98 92 


8,578 980 6,988 16,546 13,574 
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SUMMARY PAGE 


CANADA DEPOSIT INSURANCE CORPORATION 


MANDATE 


To provide limited insurance in respect of deposits with federal institutions (banks, trust and loan companies) and 
approved provincial institutions (trust and loan companies). 


BACKGROUND 
The corporation was established by the Canada Deposit Insurance Corporation Act in 1967. Member institutions pay 


annual premiums to the Deposit Insurance Fund to meet depositors’ claims. Recent payments to depositors of 
insolvent financial institutions have caused this fund to have a net deficit position. Premium rates were increased in 


1985 and annual premium revenue of the Fund is now approximately $200 million. 
CORPORATION DATA 
HEAD OFFICE 320 Queen Street 
P.O. Box 2340, Station D 
Ottawa, Ontario 
K1P 5W5 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Thomas Hockin, P.C., M.P., 
Minister of State for Finance. 
‘DEPARTMENT Finance 


YEAR AND MEANS 1967; by the Canada Deposit Insurance Corporation Act (R.S.C. 
OF INCORPORATION 1985, ¢.C-3); 


ICHIEF EXECUTIVE Chatles C. de Dery 
OFFICER 


CHAIRMAN Ronald McKinlay 
| 


AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1987 1986 1985 1984 
(restated) (restated) 

At the end of the year 

MRS AL EA SOOT Saeed when eee enter Poke ile Ae AL esc ed Le 735 1,001 1,676 830 

oeAtIONS CO the PEIVATS. SCCLOR (8c. ances wi dacsaccaieran: 581 ae a 1,034 975 

Rea ATOMS TOK TIARA eA Ca eyecare os hoch uae cok Rene is5i 1,258 965 956 nil 

CTU 01 COS TE 1s Eolas ts Die ee Rn en (1,108) (1,245) (1,235) (827) 
‘Cash from Canada in the year 

ELC POTECN RUSE: ese 6G ta ie ED Oo ONE Ea nil nil nil nil 

SOROTTOY ATS a) EL e De 228 A Uo] Bed See eo? ele On en oe 293 16 956 (30) 


* Represents deficiency in the Insurance Fund. 
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CANADA DEPOSIT INSURANCE CORPORATION 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL 
STATEMENTS 


The accompanying financial statements of the Canada Deposit 
Insurance Corporation and all information in this annual report are 
the responsibility of management and have been approved by the 
Board of Directors. The financial. statements include some amounts 
that are necessarily ‘based on management’s best estimates and judge- 
ment. 


The financial statements have been prepared by management in 
accordance with accounting principles generally accepted in Canada 
which have been consistently applied. Financial information presented 
elsewhere in the annual report is consistent with that contained in the 
financial statements. 


In discharging its responsibility for the integrity and fairness of the 
financial statements, management maintains financial and manage- 
ment control systems and practices designed to provide reasonable 
assurance that transactions are authorized, assets are safeguarded and 
proper records are maintained in accordance with the Financial 
Administration Act and regulations as well as the Canada Deposit 
Insurance Corporation Act and by-laws of the Corporation. The sys- 
tem of internal controls is augmented by internal audit which conducts 
periodic reviews of different aspects of the Corporation’s operations. 
The Board of Directors acts as an audit committee which oversees 
management’s responsibilities for maintaining adequate control sys- 
tems and the quality of financial reporting. The internal and external 
auditors have access to the audit committee. 


These financial statements have been independently examined by 
the Corporation’s auditor, the Auditor General of Canada, and his 
report is included herein. 


Charles C. de Léry 
President & Chief Executive Officer 


J. P. Sabourin 
Executive Vice-President and 
Chief Operating Officer 


Johanne R. Lanthier 
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AUDITOR’S REPORT 


TO THE MINISTER OF FINANCE 


I have examined the balance sheet of the Canada Deposit Insurance 
Corporation as at December 31, 1987 and the statements of deposit 
insurance fund, investment and administrative operations and changes 
in financial position for the year then ended. My examination was 
made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as I considered 
necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1987 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Canada 
Deposit Insurance Corporation Act and the by-laws of the Corpora- 
tion. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
March 3, 1988 


eee ————————_———eee—————_—___ nn END EEEEEUEEUTE 


Comptroller 
BALANCE SHEET AS AT DECEMBER 31, 1987 
(in thousands of dollars) 
ASSETS 1987 1986 
Treasury, bills and!terml deposits v2: icc cencscteececsceeereeeee =. 22,239 63,251 
Premiums and other accounts receivable ..............00005: 13,237 8,688 
Mogteagese’ grat. mene cere ASO. Seta 316 747 
Furniture, equipment and leasehold improvements ....... 670 584 
36,462 73,270 
Loans to member institutions (net) (Note 3) .......0...0. 257,374 497,414 
Claims in respect of insured deposits (net) (Note 4)..... 804,403 959,324 
1,061,777 1,456,738 
General provision for loss (Note 7) ...........::c:eeenre (363,124) (529,215) 
698,653 927,525 
735,115 1,000,793 


LIABILITIES 1987 1986 
Banksindebtednessiier: eee reser eee tee 368 840 
Accounts)payabley ic. n. ccc creases cennscecneneccseeneraees 2,636 3,982 
Acenned  liaibilitva(INOte ))) eye srisaeseaee ear 275,000 
Loans from member institutions. ..............:0.00008 $81,871 1,001,044 
Loans from Consolidated Revenue Fund 
(NOteI6) csc eee as cee, 1,257,803 965,212 
1,842,678 2,246,078 
DEPOSIT INSURANCE FUND | 
Deticitiatwyearendize cn cca eer eres (1,107,563) (1,245,285) 
735,115 1,000,793 


Neen ee eee eee eee eee eee EE 


Approved by the Board: 


R. A. McKINLAY 
Chairman 


R. M. HAMMOND 
Director 
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CANADA DEPOSIT INSURANCE CORPORATION—Continued 
STATEMENT OF DEPOSIT INSURANCE FUND 


FOR THE YEAR ENDED DECEMBER 31, 


(in thousands of dollars) 


Deficit, DepInnIny Ol Veale ee eee 


Insurance operations 
Preminist (INOten O)rensteeenmnce at peeseca atte ae 
Interest on loans to member institutions .............. 
O)UerIAter esther... case ee Me hee nee 


Gostiofi cuaranteesi(NoteiS) eis: ee oe 
Interest in respect of insured deposits................... 
Provision for loss adjustment..................0:0000c0000 


Gain (deficiency) from insurance operations for 


Deficit before net earnings (loss) from investment 
and administrative operations ..........0.0::cccceees 
Net earnings (loss) from investment and adminis- 
ETAUIVIELO Dela LIONS emer taste eater eres ree 


Deficit wendiol veda se weet, een Ree 


STATEMENT OF INVESTMENT 
AND ADMINISTRATIVE OPERATIONS 


FOR THE YEAR ENDED DECEMBER 31, 


(in thousands of dollars) 


Interest revenue 


AT REASUT VAD Simmer e cae eee acon a etme reece 
COE G Seperation ee aren Nera eee 


Expenses 


DISPECUION PAD CIOL erat CCS ee eases ar tencmanennere emanate 
Salaries and employee benefits ...............0cccceee 
General, administrative and other .........0....0.cccc 


1987 


1987 


(1,245,285) 


199,665 
91,826 
38) 


291,544 


99,287 
81,224 
2,801 
570 
(35,000) 
148,882 


142,662 


(1,102,623) 


(4,940) 
(1,107,563) 


1987 


1987 


Net earnings (loss) from investment and administra- 
NVEOPErAllOnspethesn.< karen som mmr: 


1986 


(1,235,378) 


216,792 
109,553 
90 


326,435 


82,820 
108,859 
475,000 

561 

(330,000) 


337,240 
(10,805) 
(1,246,183) 


898 
(1,245,285) 


1986 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1987 


(in thousands of dollars) 


Cash provided by (used in) Investment and 
Administrative Operations 
Interestmevenvie het etait es cet eee 
Incometaxtrecovenvinnrr aie ment caer tear 
Inspectionsandiotheniees meer. ens cere nee etree 
Salaries and employee benefits ...........0.0.0:.: 
General, administrative and other .............00..00.... 
Purchase of furniture, equipment and leasehold 
TTR T OVE 11 11S eeeere eee ete rete eet eee eens reas? 


Cash provided by (used in) Insurance Operations 
BRE Lis UiIn Sarma tetra te ene ar Serer yh Sea eee 


US sree nt 2a =: das Sessanaseenalae emma eacamna setae theerhiaae 
Repayment of loans to member institutions ........ 
Interest on loans to member institutions .............. 
Realizationiotmortvacesm sen. 150 eee eee 
Costiogevaranteestem eee ee ee 
Repayment of loans from member institutions.... 
Payment of claims in respect of insured deposits 
Interest on loans from Consolidated Revenue 


Interest in respect of insured deposits................... 
Quebec sales tax on insurance premiums............. 
Repayment of due to member institutions ........... 


Cash provided by (used in) Financing Activities 
Loans from Consolidated Revenue Fund............. 
Repayment of loans from Consolidated Revenue 

ENT (cle sda a Es eerie | aA eal ts a 


IncKease(Gechease) al CAS Ure meet a ann eee 
Cash balance at beginning of year............. ce 


Cashibalance atkend) ofavearsmena. in. nies te. 


Cash comprised of 
Treasury bills and term deposits ...............00:005 
Bankundebied ness: =n m.nk mer seers setae oak 


1987 


3,651 


(5,040) 
(1,903) 
(1,187) 


(284) 
(4,763) 


194,803 


153,733 
27,348 
4,597 
381 
(277,801) 
(201,591) 
(116,673) 


(88,908) 
(13,050) 
(570) 
(258) 


(317,989) 


473,000 


(190,788) 
Ee 


(40,540) 
62,411 


21,871 


22,239 
(368) 


21,871 


1986 


8,601 
44,025 
(6,275) 
(1,421) 
(1,133) 


(470) 
43,327 


219,054 


144,329 
23,033 
7,284 
376 
(200,000) 


(97,933) 


(90,271) 
(29,076) 
(1,200) 
1,023 
(27,647) 
(51,028) 


260,000 


(243,547) 
16,453 


8,752 
53,659 


62,411 


63,251 
(840) 
62,411 
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CANADA DEPOSIT INSURANCE CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987 


1. Authority and objective Interest recognition 


The Corporation was established in 1967 by the Canada 
Deposit Insurance Corporation Act (the Act). It is a Crown cor- 
poration named in Schedule C Part I of the Financial Administra- 
tion Act. 

The objects of the Corporation are to provide insurance against 
the loss of part or all of deposits, to be instrumental in the promo- 
tion of standards of sound business and financial practices for 
member institutions, and to promote and otherwise contribute to 
the stability and competitiveness of the financial system in 
Canada. The aforementioned objects are to be pursued for the 
benefit of depositors and in a manner so as to minimize the expo- 
sure of the Corporation to loss. 

The Corporation has the power to do all things necessary or 
incidental in the furtherance of its objects including the acquisi- 
tion of assets from or guarantee of loans to a member institution, 
it may make or cause to be made inspections of member institu- 
tions, prescribe standards of sound business and financial prac- 
tices, and act as liquidator, receiver or inspector of a member 
institution or a subsidiary thereof. 


. Accounting policies 
Basis of preparation 


These financial statements have been prepared in accordance 
with accounting principles generally accepted in Canada. 

These financial statements do not reflect the assets, liabilities or 
operations of member institutions whose operations the Corpora- 
tion is financing in order to secure an orderly wind down. 

The more significant policies adopted are set out below. 


Premium recognition 


Premiums are based on insured deposits accepted by member 
institutions as at April 30 of each year and are collectible in two 
equal installments on June 30 and December 31 of the year. Pre- 
miums are recognized when assessed. 


General provision for loss 


The general provision for loss reflects the Corporation’s best 
estimate of losses in respect of member institutions against which 
the Corporation has or is certain to have a financial claim. This 
estimate includes consideration of losses expected in respect of 
claims arising from payments made to insured depositors, loans to 
member institutions and operations for the duration of the wind- 
down period of member institutions under management by agents. 

The general provision for loss is reduced by identified losses on 
loans to member institutions and on claims in respect of insured 
deposits. 

The general provision for loss does not include an estimated 
contingent liability for potential claims of depositors of any mem- 
ber institutions not specifically identified as being in difficulty. 


Identified losses 


Identified losses are recognized and recorded against the 
related assets after a sufficient time has elapsed since the date of 
intervention by the Corporation to establish, with reasonable 
assurance, the amount of the loss. In practice, the period to estab- 
lish an identified loss has been a minimum of two years. 


Loans to Member Institutions and Claims in Respect of Insured 
Deposits 


Loans to member institutions and claims in respect of insured 
deposits are reported net of identified losses. 


The Corporation charges interest on loans advanced directly or 
indirectly to member institutions that are operating under agency 
agreements. It ceases to charge interest when a member institu- 
tion is placed in liquidation. It charges interest on other loans in 
accordance with the terms of the specific loan agreements. 
Accrued interest is included on the balance sheet as part of “loans 
to member institutions”. 


. Loans to member institutions 


Certain member institutions that have experienced financial 
difficulties have been placed under the control of regulatory 
authorities. In accordance with Section 11 of the CDIC Act, the 
Corporation entered into agency agreements with other member 
institutions (agents) to ensure that the respective operations of 
institutions experiencing financial difficulties would be wound 
down in an orderly fashion over a five year term. The liabilities — 
and operations of these companies are being financed on a con- | 
tinuing basis by way of direct loans or by the respective agents — 
providing loans on behalf of the Corporation. The Corporation 
has also made direct loans to other member institutions experienc- 
ing financial difficulties. 

As at December 31, 1987, direct loans or loans made by agents 
on behalf of the Corporation were as follows: 


Member institutions 
under agency Total Total 
agreements Direct By agents 1987 1986 


(in thousands of dollars) 
Fidelity Trust Com- 


Pane nee 52,349 386,800 439,149 412,670 
Crown Trust Com- 

PANYane ecm 3,761 89,444 93,205 211,117 
CCB Mortgage 

Investment Corpo- 

TatiOn. wees. 36,599 36,599 50,936 


ENE ee 
92,709 476,244 568,953 674,723 


In liquidation 
Greymac Trust Com- 


Panyaewe ts cee 191,069 191,069 201,381 
Seaway Trust Com- 

Pally eee eee 129,001 129,001 132,501 
Greymac Mortgage 

Corporation ............ 126,688 126,688 129,789 
Seaway Mortgage 

Corporation ............ 30,234 30,234 54,135 
District Trust Com- 

Panyoree se 15,560 15,560 14,510 


eee 
333,317 59235 492,552 532,316 


Other 
Bank of British 
Golumbiawess 3,200 
426,026 635,479 1,061,505 1,210,239 
Identified losses.......... 358,896 445,235 804,131 712,825 


67,130 190,244 257,374 497,414 


ne a 
SSS SSS 
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The Corporation has registered a floating charge on all the 
assets of member institutions under agency agreements as security 
for the loans. During the term of the agreements, the agents are 
paying all liabilities on maturity and are disposing of the assets in 
a manner to optimize recovery. The assets of these member insti- 
tutions consist primarily of mortgages and real estate. The ulti- 
mate realization of these assets is dependent on the state of 
economy, interest rate levels and the real estate market. 

The District Trust Company agency agreement terminated in 
March 1987. At that time, the Corporation repaid its agent the 
full amount of loans outstanding and placed the Company into 
formal liquidation. 

The Greymac Trust Company agency agreement terminated on 
December 31, 1987 and all outstanding agent loans were repaid 


North West Trust Company. This loan, which was made to 
reduce a risk or avert a threatened loss to the Corporation, will 
not be repaid. Since this transaction arose as a result of conditions 
that existed at December 31, 1986, this loan was charged directly 
to the Deposit Insurance Fund in 1986. During 1987, a further 
$2.8 million was paid under this agreement. 


. Loans from consolidated revenue fund 


The Financial Institutions and Deposit Insurance System 
Amendment Act provided specific amendments to the Act, one of 
which increased the Corporation’s borrowing authority to $3 bil- 
lion with the approval of the Governor in Council. 


. General provision for loss 


on that date. On January 11, 1988, a winding-up order was issued 1987 1986 
placing Greymac Trust into formal liquidation. (in thousands 
On December 31, 1987, the operating and loan agreement of dollars) 
between the Corporation and Standard Trust Company, the Balancesbeginning usa coe eee aes 529,215 918,836 
receiver-manager of Greymac Mortgage, terminated and all out- Provision for loss adjustment ..........0...:cccecteeeee (35,000) (330,000) 
standing loans were repaid by the Corporation to Standard Trust. 494,215 588.836 
At the request of Standard Trust Company, a new receiver- (ese idenitied Insets 
manager was appointed for Greymac Mortgage Corporation on Loans to member institutions..........0..00..0..000- 91,306 36,661 
January 11, 1988. ‘ Claims in respect of insured deposits.................. 39,785 22,960 
On February 6, 1988, the agency and operating agreement 131,091 59,621 
between Central Trust and the Corporation in respect of Crown Ba ance sending aioe rea ancn Woes 363,124 529,215 


Trust Company terminated. An extension was entered into for 
purposes of facilitating the formal winding-up of Crown Trust 
Company. On February 19, 1988, the Supreme Court of Ontario 
issued a winding-up order placing Crown Trust into formal liqui- 
dation. 


. Claims in respect of insured deposits 


When the Corporation pays a depositor’s claim it acquires a 
subrogation of the rights and interest of the depositor against the 
assets of the member institution. The Corporation’s claims in 
respect of payments to insured depositors of the following member 
institutions are identified below: 


On December 17, 1987, the Income Tax Act was amended to 
eliminate the possibility of double taxation of member institutions 
in liquidation in respect of amounts paid by the Corporation to 
insured depositors of the institution. Consequently, the Corpora- 
tion has not taken into account any estimate of potential taxes 
payable by member institutions in arriving at its estimated recov- 
eries of claims in respect of insured deposits and accordingly the 
general provision for loss. 


. Contingent liabilities 


1987 1986 The Corporation is a defendant in a number of judicial actions 

(in thousands arising out of the collapse or insolvency of various member institu- 

of dollars) tions. The Corporation does not believe it has any liability as a 

Amic Mortgage Investment Corporation............... 22,791 22,791 result of these actions and has therefore not provided for any 


Astraskrust Companyn icc cacesescesshesiee area 339 339 


potential claims. 


Canadian Commercial Bank.................00ccceceee 276,839 276,836 
Columbiaminust: Companyeecee ete 23,787 84,309 9. Income taxes 
Continental Trust Company. .......0:.....tceceeeeeeesss 15,811 41,008 The Corporation is subject to federal income taxes although it 
Mondom loan imited eee tee ee ee 10,019 23,854 is not subject to taxation on premiums assessed and may not take 
Northguard Mortgage Corporation ....................... 8,843 27,634 a deduction for claims paid. 
Northland IST <6 sy co ea ee Re oe 317,502 317,503 The Corporation has available losses which can be carried for- 
reece trace io <ciie7y ward to reduce future years’ earnings otherwise subject to taxa- 
Seaway Trust Company ceccccccccccccseesessenssensenere 9.354 86,968 tion. Such losses total $281 million and expire as follows: 
Western Capital Trust Company ...............0....005- 8,859 19,321 Seon 
867,148 982,284 ae. ih faeae 
Ban lilsed ABSA on era Batic sale cia eomarsyia 62,745 22,960 Originating Expiring paola pe 
804,403 959,324 taxation year taxation year of dollars) 
1984 1S) Wo nererrencreaceeces cae 44,000 
1985 JAD pA Se feos & Seer eer 81,000 
. Cost of guarantees 1986 L993 Seek ee 85,000 
In December 1986, the Corporation made a payment of $200 87 Saas To a bet 
million to The Hongkong & Shanghai Banking Corporation for abL008 
purposes of reducing a risk or averting a threatened loss to the 
Corporation in respect of the Bank of British Columbia. : 
10. Premiums 


In March 1987, the Corporation entered into an agreement 
(“North West Trust Company Rehabilitation Agreement”) with 
the Province of Alberta to make a loan of $275 million to the 


The Act provides the Corporation with financing through its 
premium assessments. The amendments to the Act arising from 
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the Financial Institutions and Deposit Insurance System Amend- 
ment Act have provided the Corporation the authority, with Gov- 
ernor in Council approval, to set the premium rate to a maximum 
of '%, of 1% of insured deposits. For the premium year 1987, the 
rate was set at '/io of 1% of insured deposits. The 1986 figure for 
premiums includes a three month retroactive adjustment repre- 
senting an additional $29 million. 


. Insured deposits 


Deposits insured by the Corporation, on the basis of returns 
received from member institutions, as at April 30, 1987 and 1986 
were as follows: 


1987 1986 

(in billions 

of dollars) 

Rederalalnstitutions: sc 2 cet ce ree eee eee 183 173 
Provinclaluinstitutions seen see ee atest ne ee ee 16 15 
199 188 


. Long-term operating lease commitments 


The following is a schedule of future minimum lease payments 
for premises expiring in 1991. 


Year Ending December 31 Amount 
$ 

LORS R ANE crt nie)» Pee PAAR tek ae ehh oeneded ery ware, | 436,406 

1 OS Or ee he M ts eee ces eee Oa en SIN Ze TRA AGED, AR cag 436,406 

O90 eee rere ores eae nee lr a ec LU ARR 436,406 

VOD Hae. AA SE ETA OT, Bee, TS 213,767 

1,522,985 


. Comparative figures 


Certain of the 1986 figures have been reclassified so as to con- 
form with the presentation adopted for 1987 as follows: 


(a) On the balance sheet, the general provision for loss has been 
netted against loans to member institutions and claims in 
respect of insured deposits. 


(b) Certain figures in the statement of changes in financial posi- 
tion have been reclassified. 
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SUMMARY PAGE 


CANADA DEVELOPMENT INVESTMENT CORPORATION 
MANDATE 


To effectively manage Crown corporations and investments which are assigned to it and to effect the privatization of 
these, where appropriate. 


BACKGROUND 


CDIC at present manages Eldorado Nuclear Limited, Teleglobe Canada and Canada’s participations in Varity 
Corporation and in National Sea Products Limited plus minor other assets of Canada. The governments of Canada 
and Saskatchewan announced in February 1988 a plan to merge the assets of Eldorado with those of Saskatchewan 
Mining Development Corporation and privatize them by way of a public share offering. This initiative is authorized 
by the Eldorado Nuclear Limited Reorganization and Divestiture Act (S.C. 1988, C-41). 


Divestitures already effected include, in 1986, The de Havilland Aircraft of Canada, Limited and Canadair Limited 
and Canada’s holdings of Canada Development Corporation shares and, in 1987, the assets and operations of 
Teleglobe Canada and warrants of Varity Corporation. 


CORPORATION DATA 
HEAD OFFICE Suite 4520 
1 First Canadian Place 
Toronto, Ontario 
M5X 1A4 
STATUS — Schedule III, Part II 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Don Mazankowski, P.C., M.P. 
Deputy Prime Minister and President of the Privy Council. 
YEAR AND MEANS 1982; by Canada Development Corporation under the Canada 
OF INCORPORATION Business Corporations Act. Letters patent, May 26, 1982. 
CHIEF EXECUTIVE Vacant 
OFFICER 
CHAIRMAN W. Darcy McKeough 
AUDITOR Peat, Marwick, Mitchell & Co. and the 


Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends December 31. 


1987 1986 1985 1984 

At the end of the period 

PR OEAIBANSS OTS semen ck heat de octinr a A acer t o toatG  Olee 285 336 642 679 

Oblisationstothe-private sectors) 2. ee ee nil nil 144 1,261 

ODligamensitO. Canada weenie wee ee ON. oie nil nil nil nil 

LEG TCS Gal 6) GSW 1216 Pepe re ca ie ta cereus Rar actpeT ee 226 287 485** (709) 
Cash from Canada to subsidiaries in the period 

Ee CEUATY Mier sti, sane Meabshs dire ast edt etre GUO Ris (57) CPT) 500 550 

AMOR PELATY Ae nor cae tee ey oa tee ek ON URS oc nil nil nil nil 


* 


The obligations were largely those of a subsidiary, Canadair Financial Corporation Inc. However, legislation in 
June 1985 provided authority for the assumption by Canada of this Canadair debt. In that year $1,044 million of it 
was assumed and the $144 million principal balance was assumed in 1986; accrued interest of approximately $40 
million was also assumed, for a total of $1.23 billion to Canada’s account. Since then, Canada has discharged all 
but $333 million of these obligations, in disbursements separate from the Cash from Canada amounts shown above. 


**The 1985 assumption of debt by Canada was allocated to contributed surplus in CDIC’s accounts and was the 
main factor in reversing the Equity amounts recorded. 
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CANADA DEVELOPMENT INVESTMENT CORPORATION 
AUDITORS’ REPORT 


PRESIDENT OF THE TREASURY BOARD 


We have examined the consolidated balance sheet of Canada 
Development Investment Corporation as at December 31, 1987 and 
the consolidated statements of income (loss) and accumulated deficit, 
contributed surplus and changes in financial position for the year then 
ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the corporation as at December 31, 1987 and 
the results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the corporation and of its 
wholly-owned subsidiaries that have come to our notice during our 
examination of the consolidated financial statements have, in all sig- 
nificant respects, been in accordance with Part XII of the Financial 
Administration Act and regulations, and the charters and by-laws of 
the corporation and its wholly-owned subsidiaries. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 


Peat Marwick 
Chartered Accountants 
Toronto, Canada 
February 22, 1988 


CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1987 

(with comparative figures for 1986) 

(in thousands of dollars) 


ASSETS 1987 1986 LIABILITIES AND SHAREHOLDER’S 
EQUITY 1987 1986 
Current assets 
Cash and short-term investments ............0..cccccccceccserecerseeeee 7,618 11,960 Current liabilities 
Cashirestricted’as'touse (Note4) 0 .9).. feeert ts 77,079 88,571 Accounts payable and accrued liabilities ............. 58,210 49,676 
Otherirecelvables ee. Pee eee ee a ete 544 178 ; 
Current portion of notes receivable ..............:cccccceeeeeeees 5,400 SHAREHOLDER'S EQUITY 


Capital stock 


85,241 106,109 Authorized—Unlimited number of common 
Investments shares 
Non-consolidated subsidiary (Note 5) .......ccccssscsessseesseees 152,691 140,646 Issued and fully paid—101 common shares..... l l 
Portfolio investments (Note 6) .....c.cccccccsscsssecsssessseeseseceveeen 26,349 26,349 Conti buted Sun DL US errant tet eres 3,506,765 3,506,765 
“179,040 166,995 Accumulatedideticitze- eee eee ene (3,280,479) (3,220,047) 
226,287 286,719 
INOtes receiVa bles ewe cites se east meets cease ues 43,200 
Canadair technology rights (Note 8) ....:c.cccccccsssesscessssesseessees 20,000 20,000 Contingencies (Note 7) 
OUD er eee ee ne ea da ec Oe i ee 216 91 | 
284,497 336,395 284,497 336,395 


The accompanying notes are an integral part of these consolidated financial statements. 
On behalf of the Board: 


W, DARCY McKEOUGH 
Director 


PATRICK J. KEENAN 
Director 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 
CONSOLIDATED STATEMENT OF INCOME (LOSS) AND 


ACCUMULATED DEFICIT 

FOR THE YEAR ENDED DECEMBER 31, 1987 
(with comparative figures for 1986) 

(in thousands of dollars) 


1987 


Net income (loss) of subsidiaries 
Eldorado Nuclear imited 25... 12,045 
Ganadairebsimited ees mt eresererreessechcsecs sees 


12,045 


Corporate expenses 
Operating expenses (income), net (Note 9)......... (3,023) 
Einancialtexpensest te. GO kh. fot. dee, 
Provisions for losses and contingencies 
The de Havilland Aircraft of Canada, Lim- 
ited NOG) eects oe ee er te de 19,000 
Massey-Combines Corporation...............:.:005 
Canadaiml mite peewee esr eee oes 


15,977 
ING GAL OSS Ceri en ea tied Neer crcsert set Pe ey cnet i hee ne (3,932) 
Accumulated deficit, beginning of year ................... (3,220,047) 
(3,223,979) 
Dyieiletids Meee ee TR A eee eno (56,500) 
Accumulated deficit, end of year...........0. eee (3,280,479) 


1986 


(64,358) 
96,858 
32,500 


1,167 
2,183 


15,000 
100,000 
122,860 


241,210 


(208,710) 
(2,866,337) 


(3,075,047) 
(145,000) 


(3,220,047) 


The accompanying notes are an integral part of these consolidated financial 


statements. 


CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS 


FOR THE YEAR ENDED DECEMBER 31, 1987 
(with comparative figures for 1986) 
(in thousands of dollars) 


1987 1986 
Balance sDeeinnine OlVea le. sees en eee eee, 3,506,765 3,351,848 
Assumption of long-term debt of Cartierville Financial 
by the Government of Canada ..............::cccceeeeeseeeee 154,917 
Balancesend)Olnyeatn te eee tee ee 3,506,765 3,506,765 


The accompanying notes are an integral part of these consolidated financial 


statements. 


CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 

FOR THE YEAR ENDED DECEMBER 31, 1987 
(with comparative figures for 1986) 

(in thousands of dollars) 


1987 
Operations 
CorporateoperationSie-s. eisai. er er ae 3,023 
Itemsinotrequiring Caster, eae tere eae 335) 
3,558 
Sale’of:notes receivables. 205.25 ee 48,600 
Proceeds received on disposal of Canadair (net of cash 
restricted fas tOUse) AES ek KAPUR Bs, Ries 
Cash portion of dividend received from Canadair.......... 
48,600 
GCashiportionjofidividend’paid7.s...e:neteet ee ee (56,500) 
(4,342) 
Financing 
Contributed surplus (Cartierville Financial).............. 
Decreaseinilong-term debt. ssc eee 
Interest and financing expenses net of amortization 
of foreigmexchange lOsseS ee eee ee 
Decrease inaccrued Interest sc ee ee 
Increase (decrease) in cash and short-term invest- 
TETAS etc earn a a ree een ne Soe (4,342) 
Cash and short-term investments, beginning of year ..... 11,960 
Cash and short-term investments, end of year................ 7,618 


55 


1986 


(1,167) 
1,433 


266 


111,000 
8,400 


119,400 
(111,000) 


8,666 


154,917 
(143,864) 


(2,183) 
(9,164) 
(294) 


8,372 
3,588 


11,960 


The accompanying notes are an integral part of these consolidated financial 


statements. 


For purposes of this statement, cash and increase (decrease) in cash excludes 


cash transactions relating to cash restricted as to use. 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1987 
(All dollar amounts are stated in thousands) 


1. The corporation 5. Investment in non-consolidated subsidiary 


Canada Development Investment Corporation (‘the corpora- 
tion”) was incorporated on May 26, 1982 under the provisions of 
the Canada Business Corporations Act and is wholly-owned by 
Her Majesty in right of Canada. The corporation is subject to the 
Financial Administration Act and is an agent of Her Majesty. 


. Basis of presentation 


In a statement dated October 30, 1984, the Minister of the 
Government of Canada responsible for the corporation announced 
the intention of the Government to cause the corporation to ‘dis- 
pose of its investments in Massey-Ferguson Limited (“Massey- 
Ferguson”) now Varity Corporation (“Varity”’) and Massey- 
Combines Corporation (“Massey-Combines”), Canadair Limited 
(“Canadair”), The de Havilland Aircraft of Canada, Limited 
(“de Havilland’) and Eldorado Nuclear Limited (“Eldorado’”’) in 
an orderly fashion. Disposal of the corporation’s investments in de 
Havilland and Canadair was completed in 1986. 


Any divestiture plan or proposal for Eldorado will require for- 
mal approval by the Government pursuant to the requirements of 
the Financial Administration Act. As no formal plans of divesti- 
ture have been presented for approval with respect to Eldorado, 
the corporation believes that it is appropriate to continue to carry 
the investment in Eldorado on the equity basis of accounting. 
Eventual disposal prices for Eldorado may be more or less than 
the carrying value. 


. Significant accounting policies 


(a) Basis of consolidation 


The financial statements of Cartierville Financial Corpora- 
tion Inc. (“Cartierville Financial”) a wholly-owned subsidi- 
ary, have been consolidated with those of the corporation. 


(b) Investments in non-consolidated subsidiaries 


The corporation’s investment in a subsidiary originally 
acquired with the objective of its eventual disposition or pri- 
vatization is accounted for on the equity basis, unless there is 
a formal plan, approved by the Government of Canada, to 
dispose of the investment, in which case the investment is 
carried at the lower of the equity basis carrying value and net 
realizable value. 


A consolidation of the corporation’s financial statements and 
such subsidiary has not been prepared as the corporation 
believes that the equity method provides a more informative 
presentation to the shareholder. The financial statements of 
the non-consolidated subsidiary are attached. 


. Cash restricted as to use 


These funds are held in special accounts (primarily in the Con- 
solidated Revenue Fund of Canada on a non-interest basis) to sat- 
isfy payment of contingent liabilities relating to the sale of the 
corporation’s investments in de Havilland and Canadair (see 
Note 7). 


The carrying value of the corporation’s investment is as 
follows: 


Carrying Carrying 
Value Value 
Decem- Equity Decem- 
ber 31, in ber 31, 
1986 Income 1987 


EldOradON rrr eee ctor: 140,646 12,045 152,691 


As at December 31, 1987 the Government of Canada provides 
authorities and guarantees for the borrowing of Eldorado of 
$600,000 of which $529,606 is being utilized at December 31, 
1987. 


. Portfolio investments 


Carrying 
Value 
December 
31, 
1986 and 
1987 


NEL eee ean Chen SER REO ie es ene: 26,348 
Massey-Gombines)-ca:c.cx veces teecercetece eee neers ee tere 1 
26,349 


7. Contingencies 


(a) On January 31, 1986 the corporation sold its investment in 
de Havilland to The Boeing Company (“Boeing”). The cor- 
poration and the Government of Canada have agreed to 
indemnify Boeing and de Havilland for certain contingent 
liabilities and other expenditures which may be incurred by 
Beoing and de Havilland over a maximum of six years after 
closing. 


These contingent liabilities include the following: 


© A portion of de Havilland’s product liability insurance 
premiums; 


(2) Certain suppliers’ claims which may be asserted against 
de Havilland for production slow-down or termination 
and potential claims against de Havilland pursuant to 
product financing agreements up to a maximum of 
$60,000; and 


3) Claims related to possible losses caused by health hazards 
to workers at the de Havilland factory. 
Provisions for the contingent liabilities are reflected in 
these financial statements to the extent that reasonable 
estimates can be made. Further provisions will be recog- 
nized as appropriate in future years when reasonable esti- 
mates can be made as to the likely amount, if any, which’ 
will ultimately be paid pursuant to the indemnities. | 


(b) On December 23, 1986 the corporation sold its investment in 
Canadair Limited to Bombardier-Canadair Inc. The corpora- | 
tion and the Government of Canada have agreed to indem- 
nify Bombardier-Canadair Inc. and Canadair Limited for 
certain contingent liabilities and other expenditures which 
may be incurred by Bombardier-Canadair Inc. and Canadair 
Limited over a maximum of five years from December 23, 
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8. 


1986, and for specified product related claims for fifteen 
years for which insurance coverage is unavailable or 
economically impracticable to obtain. Reasonable estimates 
of the effects, if any, of such indemnities cannot be made at 
this time. Such amounts will be recognized in future years, as 
appropriate, when reasonable estimates can be made as to the 
likely amount, if any, which will ultimately be paid pursuant 
to the indemnities. 


Canadair technology rights 


Effective December 22, 1986, the corporation entered into an 
exclusive agreement, for a term of twenty-one years, with Cana- 
dair Limited with respect to the use of the Challenger technology, 
in return for which the corporation will receive specified royalties. 

The corporation may, at any time to December 23, 1988, termi- 
nate the agreement by electing to receive an aggregate amount of 
$20,000 less royalties received at the time of election. As at 
December 31, 1987 no royalties in this regard had been received. 


. Net operating income (expenses) of CDIC 


1987 1986 
eLVicetcCesMTOMNSUDSICI Aries eye tenetnre ene eee tr eer 1,704 
Interest earned on short-term investments and notes 
TECELVA DIOR ere ee RE cach nests 3,975 308 
WCherincome merece tse eee ee eee ee eres riee cs 96 79 
3,669 2,091 
Corporate and divestiture Expenses .......... cece 2,735 4,483 
934 (2,392) 
Recovery of divestiture expenses incurred in prior years 2,089 1,225 
INefloperaving ancome, (Expenses) e-e-.vese een nero : 3,023 (1,167) 


Divestiture expenses include costs of disposing of Teleglobe 
Canada which were recovered at the time of sale. 


. Income tax 


As at December 31, 1987, Cartierville Financial has tax losses 
of $269,000 available to reduce taxable income expiring as follow- 


ing: 


TOO a ees ie acce hea i cans ced ws ences suloca es asauth Tagsmap csycnsaereomeene ee 177,000 
MS eee eae sah eases tema ntovyetagelettisersSetvaxioacn ana eee See 92,000 


269,000 


. Subsequent events 


(a) On February 22, 1988, CDIC, the Government of Canada, 
Crown Investments Corporation of Saskatchewan, an agency 
of the Government of Saskatchewan and the Government of 
Saskatchewan signed a letter of intent which provides for the 
sale of substantially all of the assets of Eldorado to a new 
corporation (“‘Newco’’). Simultaneously, substantially all of 
the assets of Saskatchewan Mining Development Corpora- 
tion (“SMDC’’) will also be sold to Newco. As consideration 
for the sales, the letter of intent provides that Eldorado and 
SMDC will receive shares and notes of Newco which will 
give control of Newco to the Government of Saskatchewan 
and will give Eldorado a minority shareholding in Newco. 
The letter of intent contemplates, in part, that the Newco 
notes will be repaid shortly after the completion of the trans- 
action from the proceeds of bank financing. 


(b) 


Completion of the transactions contemplated by the letter of 
intent by CDIC and Eldorado is subject to conclusion of 
definitive agreements and requires the approval of Parlia- 
ment. 


The effect of this transaction on the carrying value of the 
assets of the corporation at December 31, 1987 cannot be 
determined at this time. 


On January 8, 1988 the corporation disposed of its invest- 
ment in the Varity warrants for net cash proceeds of approxi- 
mately $3,000. 
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APPENDIX 
ELDORADO NUCLEAR LIMITED 
AUDITORS’ REPORT 


TO THE SHAREHOLDER OF ELDORADO NUCLEAR LIMITED 


We have examined the statement of consolidated financial position 
of Eldorado Nuclear Limited as at December 31, 1987 and the state- 
ment of consolidated earnings and retained earnings and changes in 
consolidated financial position for the year then ended. Our examina- 
tion was made in accordance with generally accepted auditing stand- 
ards, and accordingly included such tests and other procedures as we 
considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the Corporation as at December 31, 1987 and 
the results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted accounting 
principles applied, except for the change in the method of accounting 
for pension costs and obligations as explained in Note 3 to the finan- 
cial statements, on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the consolidated 
financial statements have, in all significant respects, been in accord- 
ance with part XII of the Financial Administration Act and regula- 
tions, and the charters and by-laws of the Corporation. 


Clarkson Gordon 
Chartered Accountants 
Ottawa, Canada 
February 3, 1988 
(Except as to note 17 which is as of February 22, 1988) 


STATEMENT OF CONSOLIDATED FINANCIAL POSITION 


AS AT DECEMBER 31, 1987 
(in thousands of dollars) 


Current assets 
Cash and short-term investments ...........0....0..000cce00e 
Accounts receivables tt eee ee 
Income taxessreceivable ene ee ee eee 


Current liabilities 
Bank loans and short-term debt ..........00..0.000.ccce 
Accounts payable and other liabilities .........0.0.0..0... 
Long-term debt due within one year .................0.000. 


Workingicapitall (deficiency) m=. 5 eee ee 


Non-current assets 
Propentysandvequipmien teseesssesa seer nara eee 
Deferred: char gesima.csreceaiera cae teeta 
Inventory committed under long-term contracts........ 
Other assets arc terre eect e a ee ee eee 


Capitalienmployed teres cen tye ee eee 


Represented by 
ong-tenmdebt.e ences tre Pre eee cn ee eens 
Advances under long-term contracts........0.0000..0..0000.. 
Other liabilitiestrres cae ecco 


Shareholder’s equity 
Sharé: capitalise scar. poker eee nen ee 
De ticit Pe eoccctas eee cae a eR PE 


Motalifinancingottea pital srg er eee ene eee 
See accompanying notes. 
Approved by the Board of Directors: 


MARCEL BELANGER 
Director 


N. M. EDIGER 
Director 


1987 


45,730 

6,250 
62,096 
2S 


126,289 


31,259 
72,386 
153,366 


257,011 
(130,722) 


728,772 
43,610 


2,541 
774,923 
644,201 


419,673 


491,510 


296,586 
(143,895) 


152,691 
644,201 


1986 


6,903 
20,180 
7,062 
70,386 
135233 


117,764 


82,007 
59,868 
1,745 


143,620 
(25,856) 


766,089 
39,285 
29,306 

2,962 

837,642 

811,786 


547,206 
52,490 
2,510 
25,434 
43,500 


671,140 


296,586 
(155,940) 


140,646 
811,786 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


APPENDIX—Continued 
ELDORADO NUCLEAR LIMITED—Continued 


STATEMENT OF CONSOLIDATED EARNIN 
AND RETAINED EARNINGS 


GS 


FOR THE YEAR ENDED DECEMBER 31, 1987 


(in thousands of dollars) 


Revenue 
Salestofsproducts:and'servicesw me mnae eenene es 
Expenses 
Cost of products and services sold ..............0:0::0:c0ee 
BX plOration eves wee oe ir eee ee wae ea 
Researchrandstechnolog yn cence iets eer sess 
PALGINInIStra loner tee. there terete eee ne 


Earnings romiOperaulonSer= scarce Orr ee neers cs 
Financing expense 
Interesiaees eee eh rte, ree cto hiteneeeii 
Forersniexchanger es aenrs cies fOr, ae, heey 
Othenmexpensei(income) ys, cree et eee 


Earnings (loss) before taxes, preferred share distribu- 
tiomandrextraordinary items... cece cece ee cere es 
Income taxes and mineral royalties .........0...0ccce 
Distribution to preferred shareholders of a subsidi- 


MOSSIDELOLCIeX (LA ONG INALVsILCINS pene eee eee eee 
Sale of assets from discontinued operation 
less related income taxes of $2,828 .........0.0.ccc 
Reduction of income taxes due to loss carry for- 
WATS! settee Seer Ste A ees EE EEE bitte ee ahr 


ING Meaninin ess (LOSS) ermrereetes settee actenee eae s etree eee tenon 
Deficit Berinningoiny cate 7 ees care cee 


Deticit=—EnG:onmveatos.  autece ter etn ete ee, 


See accompanying notes. 


1987 


335,015 


213,075 
1,293 
2,336 
8,928 


225,632 
109,383 


68,853 
26,316 
(4,371) 


18,585 
19,472 


4,350 
(5237) 


DEM) 


14,763 


12,045 
(155,940) 


(143,895) 


1986 


202,266 


141,614 
5,470 
3,197 
8,318 


158,599 
43,667 


75,133 
24,053 
1,305 


(56,824) 
3,184 


4,350 
(64,358) 


(64,358) 
(91,582) 


(155,940) 


STATEMENT OF CHANGES IN CONSOLIDATED 


FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1987 


(in thousands of dollars) 


Operating activities 
Cashineceived: fromysales mayen see 2 aan Pannen corer 
Cash applied to 
ProductionicostS ze aeons Se eee 
R&T, exploration & administration 0.000.000.0000. 
Mineral royalties Sona. eee RN GJ, RE 


Cash’ providedifromoperationss) -1 ee ee 


Investing activities 
Cash received from 
Salefofiproperty andequipment,...0 nee eee 
iIncomertax: receivables eae ee 


Cash applied to 
Additions to property and equipment...........0.0...0.000- 
Additions todelerredichaneesi. eee es 
Mine:shutdown irc cere teai tree ree eee ne, Seem 


Cash required fominves0men acme eet eee eee emer 
Net cash provided from operations and investment.............. 


Financing activities 

Cash received from 
Incomeonsinvestmentsi a. en eee ee 

Cash applied to 
Repaymentiotlong-termidebts.. ee reece 
INetichangenishont-termideDtes,..- ete ee 
Interestionidebts—. errno ee ee 
Distribution to preferred shareholders of a subsidiary . 


Gashirequinedutortinancin pieces ee eee eee ee eer 


Increasex(decrease)IGurinsithesy canes mmer sen ine mentee 
Cash and short-term investments at beginning of year ........ 


Cash and short-term investments at end of year................... 


See accompanying notes. 


1987 


269,423 


113,843 
11,661 
D252 


130,763 
138,660 


UIT 
1,171 


3,688 


14,049 
2,456 
1,711 


18,216 
14,528 
124,132 


62 


6,157 
50,748 
69,842 

4,350 

131,097 
131,035 


59 


1986 


196,518 


109,547 
16,465 
9,230 


135,242 
61,276 


7,035 


7,035 


14,357 
13,906 
764 


29,027 
21,992 
39,284 


595 


69,475 
(81,901) 
81,532 

4,350 
73,456 
72,861 


(6,903) (33,577) 


6,903 


40,480 
6,903 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


APPENDIX—Continued 
ELDORADO NUCLEAR LIMITED—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1987 
(All dollar amounts are stated in thousands) 


Ife 


Eldorado Nuclear Limited 


Eldorado Nuclear Limited is incorporated under the Canada 
Business Corporations Act, is subject to the Financial Adminis- 
tration Act, the Government Companies Operations Act, is an 
agent of Her Majesty in Right of Canada, and is wholly-owned by 
Canada Development Investment Corporation. 

The Company is primarily engaged in the mining, refining and 
conversion of uranium for sale as fuel for generating electricity in 
nuclear power reactors in Canada and other countries. 


. Accounting policies 


A statement of significant accounting policies of the Company 
is provided elsewhere herein. 


. Change in accounting policy 


Effective January 1, 1987, the Company changed its method of 
accounting for pension costs and obligations on a prospective basis 
to conform to the recommendations of the Canadian Institute of 
Chartered Accountants. Under the new method, the excess of 
pension plan assets over the present value of accrued pension ben- 
efits as at January 1, 1987 and adjustments arising from past ser- 
vice benefits and experience gains and losses are amortized over 
the expected average remaining service lives of the employee 
groups covered by the Company’s pension plan. In previous years, 
pension plan costs were charged to operations based on actuarial 
funding requirements. The effect of this change is to increase 
income for the current year by $7.2 million. 


. Other expense (income) 


1987 1986 


Winite-dowmntoltixedassetSueu ae... ees neon eee 386 992 
Interestonunvestiments sau =. ctr Aen | (84) (706) 
327 —-1,019 


Wo) 19 ee arp ree aie Retr eee See artic oc PRE Ree en Roce ecery (4,371) 1,305 


. Income taxes and mineral royalties 


The provisions for income taxes and mineral royalties are as 
follows: 


1987 1986 
INCOME TAXCS 3. cecte eee ea eieeeee a n nc aene  enbe 11,935 
Mineralirovaltiests cet oe eee ee Tesi 3,184 
Ota Vnstn heated = Set an cathe Alte ine | hele RSet” CORY 19,472 3,184 


The 1987 statutory tax rate of 52.9% (1986—54.2%) has been 
increased to an effective tax rate of 64.2%, as a result of the non- 
deductibility for tax purposes of certain expenses, net of rate 
reductions attributable to resource and depletion allowances avail- 
able under the Income Tax Act. In 1986, the effective tax rate 
was further reduced to zero, because the company did not record 
a tax benefit relating to its accounting loss in that year, as it was 
not virtually certain that this benefit would be realized. 


At December 31, 1987, the Company had tax loss carry-for- 
wards, investment tax credits, earned depletion banks, and timing 
differences aggregating approximately $104.5 million for which 
no accounting benefit has been recognized. This amount includes 
$79.3 million which will expire at various dates up to 1994. The 
balance can be carried forward indefinitely. 


. Inventories 
1987 1986 
E¥dora GOsUr am WU Flys ree ee eee eee re 48,528 59,367 
(CUSTONTET CONVETS (OT ee eee ee eee eer ere ESD S908) 
Specialty metalsc.c.c. che tere ce 2053) Sale oss 
TO Call ee see ee terns rkere aortas tere et Soot ee 62,096 70,386 
. Property and equipment 
1987 1986 
Mining 
Plantrandrequipmien tse serene eee 285,100 181,175 
Developmenticostsirs.c ee 55,685 49,096 
RropertyaCquisitionSyei see same eeeae eee eee 156,460 156,460 
GollinssBaviprojeCt.ce. eee are ee ee 100,878 
Fuel services 
Rlantandvequipmentt cave: ccrnn ee teeter ees 413,783 411,539 
COT (fe) eae ti tek unc oie eerrommnteneh eteter Metter ne sent peeeecrmeeaeomas PS 252907 
sEotalipropertyjandiequipmentic. 6, ete ee 922,353 2912,055 
Less: accumulated depreciation and amortization....... 193,581 145,966 
INetupropentyand equIpMent iene ee eee 728,772 766,089 


Depreciation and amortization for year.............0........ 48,517 44,407 


. Joint venture activities 


Through a wholly-owned subsidiary, the Company is a one- 
sixth partner in a joint venture mining operation at Key Lake, 
Saskatchewan. In accordance with the joint venture agreement, 
Eldorado is obligated to meet its proportionate share of the com- 
mitments of the joint venture. Other than normal operating 
expenditures, the Company has no outstanding commitments as at 
December 31, 1987. 

The following amounts are included in the financial statements 
and represent the Company’s proportionate share of the assets, 
liabilities, and operating expenses of the Key Lake mining joint 
venture: 


1987 1986 
TNSSEUS cca cae eR etc nade 94,220 94,567 
Mrabilities ees erate tec econ acne ere ee ue eee 1,084 1,330 
IN GEASS (Sarre ite eee re ene ne rer deere ees meee OS I365 93,257 
EXPENSES saheeeee eet eos eed ne cat eee oe ren SR 8,713 8,785 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


APPENDIX—Continued 
ELDORADO NUCLEAR LIMITED—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1987—Continued 


9. Deferred charges 


10. 


1987 1986 
Preproduction! aan. seems. tose, bee erat at ele 32,289 36,815 
FAN ANCINSECOStSeaeeeter, ccc cece tecrirpeeseevetncctacee meter 4,095 2,470 
PensiOngen eset ew eet oie RO. Sea e a. Aare 7,226 
otal se Be eas. cee pent ea en ee BEES gH. OMAR A. ISR 43,610 39,285 
AmortizationifOnyeaipreetee eae eet ee oes erent Se Sola OeLS 


Minority shareholding in a subsidiary 


An Eldorado subsidiary company has $43.5 million redeemable 
preferred shares outstanding. These shares, with certain restric- 
tions, can be redeemed between 1988 and 1994 and bear a 10 per- 
cent annual dividend. As security, the minority shareholders have 
a lien on certain uranium inventory. At Eldorado’s option, the lien 
can also be satisfied from time to time by a letter of credit. At 
December 31, 1987, the Company had inventories in excess of the 
prescribed value. 


11. Long-term debt 
1987 1986 
Loan due 1988-1992, at 5.0% (1.8 billion Japanese 

VOR) ast teen et Fenn ad e.cmecimett ati dee 19,297 17,450 
Notes due 1988, at 9.19% (10.108 billion Japanese 

{KET YR GAS a se 108,358 88,192 
Debenture due lossratlliGan meee ee teen 30,000 30,000 
Euro notes, due 1989 to be set semi-annually at 

EIBOR rateS lO0imilliong(U:Ss)\. eee eee... 129,980 138,050 
Notes dueslo90satiO a5 Voeaete. eer eres ee ee. 10,093 10,093 
Loan due 1991, at 4.75% (95 million Swiss francs)..... 97,156 85,590 
Loan due 1992, at 14.25% ($44.7 million U.S.)........... 58,037 61,641 
Notes due 1992, at 14.5% ($100 million U.S.) ............ 129,980 138,050 
Bonds due 1992, at 8.5% (10 billion Japanese yen), 

with 10% of principal due in each of years 1988- 

PEON Tas ae POS eee Oe ocacs tort ae ec arent ee: 107,201 87,250 
SOD=(Otal etree a ential en ee 690,102 656,316 
Less: current portion of long-term debt listed 

AOOV Cerda ech iy hoes earn ea 153,366 1,745 
deferred loss on foreign exchange ..................... 117,063 107,365 
TO Call Weer eee en ROR oR ieee cs 419,673 547,206 

Long-term debt payments due in each of the next five years are: 
1988—$153.4 million; 1989—$145.0 million; 1990—$25.1 mil- 
lion; 1991—$112.1 million; 1992—$254.5 million. Interest on 
long-term debt amounted to $64.9 million (1986—$71.1 million). 

. Share capital 


1987 1986 


Authorized 


Comimonishares a atinwen aaa eee eee (Unlimited number no 


par value) 
Preference SRareS cc .cnccsssesseersuissscatnces ane 1,600,000 1,600,000 
Issued and fully paid 
Common—3,852,880 shares (1986— 
3852 88O)i abilt. tots. ae. Fe er) oe: 201,586 201,586 
Preference—800,000 shares (1986—800,000).. 95,000 95,000 


296,586 296,586 


16. 


Each preference share is redeemable at the option of either 
party at a value of $118.75 per share and carries a non-cumulative 
dividend of $7.125 per annum. 


. Commitments and contingencies 


(a) In 1986, the government ordered Eldorado to cease its pro- 
gram to site a new waste disposal facility to accommodate 
the wastes currently at two waste storage sites. Responsibility 
for selecting a new disposal site now rests with the govern- 
ment. The Company will continue to expense the ongoing 
maintenance costs of the existing storage facilities. No provi- 
sion will be made for future disposal costs until a new site is 
selected and approved, the costs can be reasonably estimated, 
and the responsibilities for such costs are determined. 


(b) To reduce its dependency on oil-generated electricity, the 
Company has entered into a 10-year commitment, with cer- 
tain qualifications, to buy 50 GWH per year of hydro electric 
power at 12 cents per KWH, a price which approximates its 
current cost of oil-generated electricity. 


(c) In connection with its operations, the Company is the defend- 
ant in certain litigation. While the amount of any ultimate 
liability cannot yet be determined, the Company, after dis- 
cussion with legal counsel, is of the opinion that there will be 
no material adverse effect on its financial position. 


. Pension plan 


The Company has defined benefit pension plans covering all of 
its regular full-time employees. 


The market value of pension fund assets was as follows: 


$ 
January 1, 1987 106.7 million 
December 31, 1987 110.7 million 


The actuarial present value of accrued pension benefits 
attributable to services rendered up to the dates specified was as 
follows: 

$ 
51.1 million 
53.1 million 


January 1, 1987 
December 31, 1987 


. Supplementary information 


(a) During 1987, the Company paid sales commissions to 
Marubeni Corporation, Toyomenka Canada Ltd., Mitsubishi 
Corporation Tokyo, New York Nuclear Corporation and 
Nukem Inc. 


(b) During 1987, the total remuneration paid to the Company’s 
outside directors was $97,334 (1986—$101,792). The Com- 
pany’s officers received remuneration totalling $640,592 
(1986—$633,500). Two officers are also directors but are not 
compensated for service as a member of the Board or its 
committees. 


Segmented information 


(a) Industry Segment 


The Company is of the opinion that virtually all its sales 
revenues are in the industry segment identified as the nuclear 
fuel industry. 
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APPENDIX—Continued 
ELDORADO NUCLEAR LIMITED—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1987—Concluded 
(b) Sales 
Sales revenues, which are derived primarily from sales to for- 
eign and domestic electric utilities, are as follows: 


1987 1986 


300,664 159,414 
34,351 42,852 


335,015 202,266 


EXDORUSALCSteer tee eater eer eee. 
Domesticisales:. ancnce-n retere tosses eee re Te 


SL Otal Sales wtxtone--xcuuy ShS0. fee eee oie 8 wits de, oe ae 


17. Subsequent event 


On February 22, 1988, CDIC, the Government of Canada, 
Crown Management Board, an agency of the Government of Sas- 
katchewan and the Government of Saskatchewan signed a letter 
of intent which provides for the sale of substantially all of the 
assets of Eldorado to a new corporation (“Newco’’). Simultane- 
ously, substantially all of the assets of Saskatchewan Mining 
Development Corporation (“SMDC’’) will also be sold to Newco. 
As consideration for the sales, the letter of intent provides that 
Eldorado and SMDC will receive shares and notes of Newco 
which will give control of Newco to the Government of Saskatche- 
wan and will give Eldorado a minority shareholding in Newco. 
The letter of intent contemplates, in part, that the Newco notes 
will be repaid shortly after the completion of the transaction from 
the proceeds of bank financing. 


Completion of the transactions contemplated by the letter of 
intent by CDIC and Eldorado is subject to conclusion of definitive 
agreements and requires the approval of Parliament. 


The effect of this transaction on the carrying value of the assets 
of the Company at December 31, 1987 cannot be determined at 
this time. 


STATEMENT OF ACCOUNTING POLICIES 


The accompanying consolidated financial statements were prepared 
by management in conformance with Canadian generally accepted 
accounting principles considered to be appropriate in the circum- 
stances, and have been applied, except for the change in the method of 
accounting for pension costs and obligations as explained in Note 3 to 
the financial statements, on a basis consistent with that of the preced- 
ing year. A summary of significant accounting policies of the Com- 
pany is presented to assist the reader in interpreting the statements 
contained herein. 


Consolidation 


The consolidated financial statements include the accounts of 
Eldorado Nuclear Limited, its wholly-owned subsidiaries, and the 
Company’s proportionate interest in the accounts of the Key Lake 
mine joint venture. 


Inventories 


Inventories of mine concentrates, refined and converted products are 
valued at the lower of weighted average cost or net realizable value. 
Cost for customer-owned products is the cost of the refining and con- 
version processes only. 


Inventories of mine concentrates are initially measured and 
accounted for in the financial statements when the material is sealed in 
containers upon completion of the milling process. 


Supplies 


Operating and general supplies are carried at lower of cost or mar- 
ket. 


Property and Equipment 


Assets are carried at cost. Costs of additions, betterments, and 
renewals are capitalized. When assets are retired or sold, the resulting 
gains or losses are reflected in current earnings. 


Maintenance and repair expenditures are charged to cost of produc- 
tion. 


Pension Costs and Obligations 


The Company uses an accrued benefit actuarial method and best 
estimate assumptions to value pension obligations. Adjustments arising 
from past service benefits and experience gains and losses are amor- 
tized over the expected average remaining service lives of the employee 
groups. Current service costs are expensed in the period. 


Depreciation and Amortization 


Fuel Services and Mining buildings and equipment, mine develop- 
ment and mineral properties are depreciated or amortized according to 
the unit-of-production method. This method allocates the cost of these 
assets to each accounting period. For Fuel Services, the amount is 
equal to the portion of the facilities’ total estimated lifetime production 
produced in that period. For Mining, the amount is equal to the por- 
tion of the mine’s total recoverable ore reserves recovered during the 
period. 


Mobile mining equipment and other assets, including Research & 
Technology, Exploration, Specialty Metals, and Corporate assets, are 
depreciated according to the composite straight-line method based on 
the estimated useful lives of these assets, which ranges from 3 to 10 
years. 


Fuel Services and certain mining facility costs associated with 
capacity additions are deferred until a commercial level of production 
is achieved. These costs are then amortized over 10 years. Other costs 
are charged to production as incurred. 


Amortization of Financing Costs 


Debt discounts and issue expenses associated with long-term financ- 
ing are deferred and amortized over the term of the debt. 


Provision of Reclamation 


The estimated costs of decommissioning and reclaiming producing 
resource properties are accrued and charged to operations according to 
the unit-of-production method. Actual costs of decommissioning and 
reclamation are applied to this accrual. 


Research and Technology and Exploration Costs 


Expenditures for applied research and technology relative to the 
products and processes of the Company and expenditures for geologi- 
cal exploration programs are charged against earnings as incurred. 


Sales of Products and Services 


In accordance with normal industry practices, the Company con- 
tracts for future delivery of mine concentrates and conversion services. 
Sales revenue is recorded in the fiscal year that title passes or, with 
customer-owned material, when delivery is effected. 
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APPENDIX—Concluded 

ELDORADO NUCLEAR LIMITED—Concluded 

STATEMENT OF ACCOUNTING POLICIES—Concluded 


Foreign Exchange 


Cash and short-term investments, accounts receivable, accounts pay- 
able, short-term and long-term debt denominated in foreign currencies 
are translated into Canadian dollars at rates of exchange in effect at 
year-end. Income and expenses are translated at rates in effect at the 
time of the transaction. 


Except for long-term debt that is hedged, the change in value in 
Canadian funds over the year of long-term debt denominated in a for- 
eign currency is amortized evenly over the remaining life of the debt. 
For all other accounts, gains or losses resulting from foreign currency 
translation are reflected in the statement of consolidated earnings and 
retained earnings. 
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SUMMARY PAGE 


CANADA HARBOUR PLACE CORPORATION 


MANDATE 


Administer properties at Canada Place in Vancouver, originally constructed as the Canadian pavilion at Expo 86. 


BACKGROUND 


The Corporation was incorporated in 1982 to design, construct and manage a facility called Canada Place, built by 
the federal government as its contribution to Expo 86. The facility includes a cruise ship terminal, a hotel, an office 
complex, a convention centre (formerly the location of the Canadian pavilion at Expo 86) leased to the Province of 
British Columbia, a parking lot, and various commercial and public use areas. 


CORPORATION DATA 
HEAD OFFICE Suite 600 
999 Canada Place 
Vancouver, British Columbia 
V6C 3Cl 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS 1982; by letters patent (no. 132316) under the Canada Business 
OF INCORPORATION Corporations Act. 
CHAIRMAN AND CHIEF Thomas G. Rust 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 


At the end of the period 
POLAT ASSCLS ee ects et Ce reese ee en a cs eee qV-0F 86.0* 145.2 88.3 
Oolsations LO. Ane private SCCLOR ern, cee ee nt rae nil nil nil nil 
Oblizations:to Canadae.. cane ccs aude en none tee eae nil nil nil nil 
Bouity.of Canadas 2 tetiirs cu ctathcactoniiateuscwneut nate cme ee 70.6 80.3 13237 76.5 
Cash from Canada in the period 
Pe UCSC LAT Yah cree eee ee ND ee scas. 2.0 13.6 55.0 48.1 
saree DOCS CLAL Y Peretti erccr ater means ce meter re tee ae nil nil nil nil 


* Amounts relating to construction of the Canada Pavilion at Expo 86 which were capitalized previously were 
expensed as: in 1986-87, $43.7 million and in 1987-88, $9.4 million. | 
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CANADA HARBOUR PLACE CORPORATION 
AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of Canada Harbour Place Corpo- 
ration as at March 31, 1988 and the statements of operations, equity 
of Canada and changes in financial position for the year then ended. 
My examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year ended 
in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, and the 
articles and by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
June 3, 1988 


BALANCE SHEET AS AT MARCH 31, 1988 
(in thousands of dollars) 


ASSETS 1988 1987 


Cash and short-term investments ...............:..:ccsccecceecereeseeeeeeee 427 8,981 
FA CCOUNILSITECCIV A DIC serail se een aces Code eae ee Ee a 750 2,993 
69,870 74,052 


71,047 86,026 
Approved by the Board: 


THOMAS RUST 
Director 


JIM GREEN 
Director 


LIABILITIES AND EQUITY OF CANADA 1988 1987 
ACCOUNTS PAV a DIC ies cx crecseececce recs eset ores ent eerenatte eee 387 5,726 


70,660 80,300 
71,047 86,026 


EquityofiCanadat wii osnivsstecnscsteuvesccon tence 
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CANADA HARBOUR PLACE CORPORATION—Continued 


STATEMENT OF OPERATIONS NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1988 MARCH 31, 1988 


(in thousands of dollars) 1. Authority and objectives 


Canada Harbour Place Corporation was incorporated on June 


1988 1987 9, 1982 under the Canada Business Corporations Act. The Corpo- 
i. ow ae ration is named as an agency Crown corporation in Part I of 
Canada Pavilion (Note 5) Schedule C of the Financial Administration Act. The only three 
Be Cvenuesti ct) oe at tetas dae eee 245) 19.352 shares issued are all held in right of Canada by the Minister of 
Expenses. sc tla AA a RE) A nce eke SARs (70) 75,219 Transport, the Minister responsible for the Corporation. 
Net expenses (revenues) 0.0... ieee iineeeeeeseensinny (315) 65,867 The objectives of the Corporation are to act as a developer and 
acquire, administer and dispose of land, and manage real property 
Canada Place (Note 6) for the Government of Canada in Vancouver, B.C. For this pur- 
FRCV EMU CS errr rere reer Rare near rer coe neces 4,790 pose it designed and constructed a facility called Canada Place 
EXPOMSES «0.0... .-ccsssssessesosseecccnssssnececsssesssecanssesescssnnuiseecssasnasees 6,376 which includes a cruise ship terminal, a trade and convention cen- 
Net expenses before extraordinary item...............---0 1,586 tre, which was formerly the Canada Pavilion at Expo 86, various 
Extraordinary items (Note 7) commercial and public facilities, a parking lot and infrastructure 
Transfer of access road to City of Vancouver ............... 9,369 for a hotel. 
Payment to British Columbia ....0...0..00.0:cccccsesseceseees 1,000 The total cost of the facility at Canada Place, including the 
Net ex Pensese era ore eee aio Pen me eer emen Bs 11,955 Canada Pavilion for Expo 86 and the cost to convert the Pavilion 
Net cosh of operations ih hee etek ee ee 11,640 65,867 to a Trade and Convention Centre, was estimated at $227.4 mil- 


lion of which $151.80 million was expected to be contributed by 
the Government, $22.8 million by the Vancouver Port Corpora- 
tion in respect of the cruise ship terminal and $52.8 million from 


STATEMENT OF EQUITY OF CANADA other sources. 


FOR THE YEAR ENDED MARCH 31, 1988 The Responsible Minister is to recommend to the Governor in 
(in thousands of dollars) Council prior to December 31, 1988 on the continued activities of 
the Corporation beyond that date. 


1988 1987 2. Significant accounting policies 


These financial statements have been prepared by management 
rae A a Me hed MRS ard eee in accordance with generally accepted accounting principles. The 


Contributed capital more significant accounting policies of the Corporation are as fol- 


Balance at beginning Of year...........:cssssssssssssessseeseeeeseeeeee 80,300 132,703 lows: 
Parliamentary appropriations received during the year ... 2,000 13,464 Fixed Assets 
82,300 146,167 


All expenditures including those for acquisition, design, con- 


INeticost, of opera tions erccstcesccceereczscesscctsusese eerseseeai es eoeios 11,640 65,867 : Be i 
Balance dbend of year eee tic Wu careeannts 70,660 80,300 struction and administration for the permanent. structures, at 
enna Canada Place were capitalized at the time the facility was fully 
developed. 
Prior to the completion of the development of the facility, inter- 
STATEMENT OF CHANGES IN FINANCIAL POSITION est income was credited to construction in progress. Receipts from 
FOR THE YEAR ENDED MARCH 31, 1988 the sale of development rights, leasehold and Imax Theatre spon- 


(in thousands of dollars) sorship were also deducted from the construction costs. 


Depreciation is calculated on a straight-line basis based on the 
estimated useful lives of the assets. The building is depreciated 


1988 1987 over 40 years, while furniture, fixtures and equipment are 
depreciated over 20 years. Furniture, fixtures and equipment 
Cash Used for Operations includes items which are not integrated into the building struc- 
INeticostiofoperationsers- tenn nee cree ey (11,640) (65,867) ture. 
Items not requiring cash — 
Been ps ae Na ec See eal wae eas es actin Rae RN eA 1,952 Canada Pavilion 
Transfer of access roads to City of Vancouver.............. 9,369 The expenditures on the Pavilion consist of the costs to design, 
Transfer of net deferred costs to operations ................. 43,712 construct and fit out the Pavilion and to organize, operate and 
Decrease in accounts payable ............::sssssseeeeeiiin (5,339) (6,753) manage the participation of the Government of Canada as exhibi- 
Decreaseun:-accounts receivables .:.c0- vce eer 2,243 MESS? 


tor and host nation for Expo 86, and to dismantle the Pavilion, net 


(3,415) (27,396) of related revenues and proceeds from disposal. 


Cash Provided by Financing Activities 
Parliamentary appropriations from Canada...................... 2,000 13,464 Income Taxes 


Cash Invested The Corporation is exempt from any liability for income taxes. 


Additions) tofixed aSsetsy.a eyecare ant eee arses 7,139 6,264 snp ; 
PS Ie Employee Termination Benefits 
Decrease in cash during the: yearmrisrnntaoue cerns: (8,554) (20,196) On termination of employment, employees of the Corporation 
Cash and short-termy investments are entitled to certain benefits in accordance with corporatio 
Beginningvolevedr ecu ater nen cue rae eee 8,981 29,177 rporatioy 


policies. The liability for these benefits is recorded in accounts 
Endoh years... (esting... Contin ain OF 7 427. 8,981 payable. 


PUBLIC ACCOUNTS, 1987-88 


CANADA HARBOUR PLACE CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 


MARCH 31, 1988—Continued 
3. Fixed Assets 


The fixed assets of the Corporation represent the net book value 
of Canada Place facility. During the year the Corporation com- 
pleted construction of the facility and the costs were reclassified 
from construction in progress to fixed assets. Depreciation com- 
menced in April 1987. 


(a) Construction in progress 


Cumu- Cumu- 
lative to lative to 
March 31, March 31, 
1987 1988 1988 
(in thousands of dollars) 

Construction Costs ...........cccccee. 95,942 1,046 96,988 

SoftcostSiaatten to. otk) Bess 17,375 146 SI 

Access and site purchase............ 14,760 7 14,767 
Trade and Convention Centre 

CONVETS ION erent te eee ee 11,764 5,940 17,704 

EL Otal(COstsl ance me reece 139,841 7,139 146,980 

Less receipts (Note 4) ................ 65,789 65,789 

Costs, net of receipts .................. 74,052 7,139 81,191 

Less Access Roads (Note 7)...... 9,369 9,369 

Transferred to fixed assets......... 74,052 (2,230) 71,822 


Title to that part of the bed of Vancouver harbour on which 
the facility is located was transferred to the Corporation 
from Vancouver Port Corporation for one dollar and has 
been so recorded in site purchase costs. 


(b) Fixed assets and depreciation 
For depreciation purposes, fixed assets have been classified as 


follows: 
Accu- 
mulated 
Net Depreci- 
Cost ation Net 
$ $ $ 
Buildingaeeeees Ae eee ce 65,581 1,640 63,941 
Furniture, fixtures and equipment..... 6,241 Bile 5,929 
71,822 1,952 69,870 
. Receipts 
(in thousands 
of dollars) 
Lease Agreements 
Rote lVAira Rig hits aene os ork eee ee eres setae teeter 29,838 
| SEE bY O70, Bee Ps ae leah cs etn aa eM RRR ee 2,051 
Development Agreement 
Cruise:Shipil erminall Sis. See ee Ae 22,807 
Sponsorship Agreement 
| EOC B CER TR ns, Set, ey eee ene ee et 5,000 
Interestiincomess? 1. tt4ee ereew FEE SAUD. Sieh Feed eee 5,657 
IRESCAUTA TGR ere Seacrest Rene tate ere eae Neneeras 403 
ORS ten ee er a eo eae ee eta etek Ace sing acts Brera ty 8 33 
65,789 


(a) Lease Agreements—Hotel Air Rights and Parking Lot 


In 1983, the Corporation entered into 99 year agreement 
with Tokyu Canada Corporation, for the lease of air rights at 
Canada Place to Tokyu. The net amount under the lease for 
air rights and related construction costs is $29.8 million. 
Tokyu will also pay additional rent for its share of the com- 
mon area and operating costs. 
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In 1986, the Corporation entered into a 20 year agreement 
with Citicom Ltd. to operate the parking facilities at Canada 
Place. Citicom paid $1 million to the Corporation at the time 
the agreement was signed and made monthly payments 
totalling $1.051 million based on varying percentages of 
gross parking revenues. 


(b) Development agreement—Cruise Ship Terminal 


The Corporation executed a development agreement with the 
Vancouver Port Corporation to construct a cruise ship termi- 
nal for $22.8 million in the Canada Place project. 


(c) Sponsorship agreement—Imax Theatre 


The Corporation entered into an agreement with Canadian 
National which provides CN with certain rights respecting 
an Imax Theatre at Canada Place. These rights are for the 
sponsorship of the film “Transitions” and for the theatre to 
be named the “CN Imax Theatre” for a period of 40 years 
commencing May 2, 1986. In return for these rights, CN 
paid the Corporation $5 million which has been allocated 
wholly against construction costs. 


. Canada Pavilion 


Cumu- Cumu- 
lative to lative to 
March 31, March 31, 
1987 1988 1988 
(in thousands of dollars) 
Revenues 
Sponsorshipiceenct eo sere: 4,350 223 4,573 
Food Fair and Retail ..............0.000... 5,002 22 5,024 
9,352 245 9,597 
Expenses 

Construction and exhibitry............. 37,742 114 37,856 
lintaxal hea treewa eee 5,414 (221) 5,193 
General administration. ................... 5,496 2 5,498 
GCulturaliprograms~.. 8,433 8,433 
Public'affairss 2 ee eee 4,785 13 4,798 
OperationsyaxtH ee te 227 ee 8,995 8,995 
Building management ..................... Sy222 3,222 
Commissioner General.................... 2,073 Wp) 2,095 
Royalty Fees—Expo 86 ................. 830 830 

Exhibitry disposal proceeds. ............ (1,771) (1,771) 
75,219 (70) 75,149 

INGHEXPCNSCSi teeter eee 65,867 315 65,552 


. Canada Place 


The Corporation commenced building management operations 
in 1987. Previously the Corporation was in the building construc- 
tion and conversion phase. 


(in thousands 


of dollars) 
Revenues 

Operatingand itilitiess: COVERY ane eee ere 2,982 
Parking secre ee ele ee ere Pe Eee Reta re 1,103 
NTItOReSt eee ere rn ere ae een ee ee 327 
WMaAXc UATE Seen ce ee re ee hen ee a 184 
enantaaministracion tee mecstter ce naen seen ere 111 
Restaurante ee tee eee ees olen Jeers 73 
IMFISCEL ANG OUS eee re ee ec Se ar UR ek 10 
4,790 
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CANADA HARBOUR PLACE CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


Expenses 
Operations 
GCentraliplant angi utiliticsiereeccre eeeeereae e 1,716 
DirectioperatingexPeMmSeSwecavec neers re etree eee 1,343 
3,059 
Administration and public relations 
Advertising:and| promotion’ « .saetiia-c. 5-2 t eee ee 609 
Salaries tens. Sacen tn See wet eace teeth Fee nears DISS 
NIM ARS ahaa oe ic Re neither scien pyr aa 160 
egalland' professional enone ctor ace cetera easter 108 
Officetrentall! A270 ORO &, Reser Ge eee 82 
RepaigandimaintenanCee. ener net ene nena 37 
Communications yeracegete cree ree nescpuincccse sees ance seer ee 37 
“UB PERI S Wi init ss eT re ae ara a a eR A oy Ge 35 
Promenade shopsevcst neat et acta eee 31 
Miscellaneous tcc te tab ress Ate nee teas 11 
1,365 
Depreciationere ere er ee ene eet 1952 
6,376 


Canada Place revenues and expenses relate to the management 
of Canada Place including the leasing of these facilities to various 
tenants. Central plant and utilities include the Hydro, natural gas, 
oil, labour and supplies used to supply power, water, air condition- 
ing and heat for the facility. Direct operating expenses include 
salaries, insurance, security, and other items which are recover- 
able from the tenants. 


Operating costs recoveries include amounts recovered from the 
Corporation’s tenants for operating expenses, central plant and 
utilities. During the year these costs exceeded the associated 
recoveries by approximately $77,000. This is caused by the Cor- 
poration incurring expense for areas which it is responsible, but 
can not charge to tenants. 


7. Extraordinary Items 


(a) Transfer of access roads to City of Vancouver 


In accordance with an agreement with the City of Vancou- 
ver, the ownership of the access roads to the facility was 
transferred at no cost to the City. The $9.4 million cost of the 
access roads was previously capitalized as construction in 
progress. 


8. 


10. 
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(b) Payment to British Columbia 


In accordance with a lease agreement with the Province of 
B.C., the Corporation, for a nominal consideration of $1, 
transferred the administration and maintenance of the Trade 
and Convention Centre space in Canada Place including pre- 
function areas, meeting rooms and retail space for a term of 
20 years with renewal options for three successive similar 
terms. The terms of this transfer also required payment of $1 
million to the Province of B.C. This one time expense, com- 
prising both cash and equipment, is considered an extraordi- 
nary initial operational expense and has been accounted for 
accordingly. 


Commitments 


The Corporation has entered into a long-term lease agreement 
for the Imax projection system which provides escalation at the 
rate of the Consumer Price Index. The minimum annual lease 
payment for the years 1989 to 1993 will be $177,000. 


The Corporation has a lease agreement for office accommoda- 
tion aggregating $189,800 for the period April 1, 1988 to Septem- 
ber 30, 1990. The agreement also calls for pro-rata share of oper- 
ating costs estimated at $44,500 for the year ending March 31, 
1989. 


. Retirement Plan 


The Corporation has agreed to make annual payments for long 
term employees to retirement plans of their choice. These benefits 
are equivalent to 842% of the annual salary for each of these 
employees. 


Related Party Transactions | 
The Corporation is related in terms of common ownership to all 


Government of Canada created departments, agencies and Crown 
corporations. The Corporation enters into transactions with 
departments, agencies and Crown corporations in the normal 


course of business. | 
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| SUMMARY PAGE 


CANADA LANDS COMPANY LIMITED 


MANDATE 


The Canada Lands Company Limited has the mandate to hold certain leases for a property in London, England and 
itwo properties on Indian reserves in Canada. It is also the shareholder in three subsidiary corporations. 


BACKGROUND 


Formerly the Public Works Lands Company, the corporation is not active; it transacts no business. It has three 
subsidiaries, Canada Lands Company (Mirabel) Limited, Canada Lands Company (Le Vieux-Port de Montréal) 
Limited and Canada Lands Company (Vieux-Port de Québec) Inc. 


‘CORPORATION DATA 


(HEAD OFFICE Sir Charles Tupper Building 
Confederation Heights 
Riverside Drive 

Ottawa, Ontario 

K1A 0M2 


ISTATUS — Schedule III, Part I 
: — an agent of Her Majesty 


(APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 
DEPARTMENT Public Works 


YEAR AND MEANS 1956; by letters patent; reorganized under the Canada Corporations 
OF INCORPORATION Act, September 19, 1977. Certificate of Continuance under the 
Canada Business Corporations Act July 7, 1981. 


CHIEF EXECUTIVE OFFICER Robert Giroux 


AUDITOR The Auditor General of Canada 


FINANCIAL INFORMATION. 


The corporation’s financial year ends March 31. No value is assigned in its accounts to any of its assets; the accounts 
of its subsidiaries are reported separately and are not consolidated with those of this corporation since it is not likely 
to benefit from any increase in the equity of the subsidiaries. 
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CANADA LANDS COMPANY LIMITED 
AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined, in accordance with generally accepted auditing 
standards, the balance sheet of Canada Lands Company Limited as at 
March 31, 1988. In my opinion, it presents fairly the financial position 
of the Corporation at that date in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the 
preceding year. 

Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the balance sheet 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the articles and by- 
laws of the Corporation. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 17, 1988 


BALANCE SHEET AS AT MARCH 31, 1988 


ASSETS 1988 1987 
$ $ 


Investments (Notes 2(a), 2(b) and 2(C)) oo... 


Approved by the Board: 


R. J. GIROUX 
President 


SHAREHOLDER EQUITY 


Capital stock (Note 2(d)) 
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1988 1987 
$ $ 
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CANADA LANDS COMPANY LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENT 
MARCH 31, 1988 


1. Authority and activities 


The Canada Lands Company Limited, an agent corporation, 
originally named Public Works Lands Company Limited, was 
incorporated under the Companies Act on March 7, 1956. It was 
added to Schedule C to the Financial Administration Act on 
May 17, 1979 and listed as a parent Crown corporation on 
June 29, 1984 in Schedule C, Part I of the Financial Administra- 
tion Act. 

The Corporation has, by virtue of its letters patent of incorpora- 
tion, the power to acquire, purchase, lease, hold, improve, man- 
age, exchange, sell, turn to account or otherwise deal in or dispose 
of real or personal property or any interest therein. However, it 
has been used only to hold, in trust for other departments, certain 
leasehold interests in two properties in London, England, and two 
properties on Indian reserves in Canada. Funding for these leases 
is borne by other departments. 


2. Significant accounting policies 


(a) Investments in subsidiaries 


The Corporation wholly owns the following three subsidiary 
corporations: 


Canada Lands Company (Mirabel) Limited 
Canada Lands Company (Vieux-Port de Québec) Inc. 
Canada Lands Company (Le Vieux-Port de Montréal) Lim- 


ited. 
The shares have been acquired in consideration of services 
rendered. 

(b) Other investments 
The Corporation holds two out of the three issued shares of 
the Canada Museums Construction Corporation Inc. 
(CMCC). The third share is held by the Minister of Public 
Works. However, control of CMCC lies with the Minister of 
Public Works through a shareholders’ agreement. 

(c) Exclusion of subsidiaries from consolidation 


The financial statements of the subsidiaries are excluded 
from consolidation because increases in their equity are not 
likely to accrue to the parent. 


On January 22, 1987, the Governor General in Council 
declared that certain sections of the Financial Administration 
Act apply to the subsidiaries as if each of these corporations 
were a parent Crown corporation set out in Schedule C, Part 
I of the Act. Pursuant to this Order, these subsidiaries are 
required to submit their corporate plans, operating and capi- 
tal budgets, summaries of the plans and budgets and annual 
reports in accordance with the Act. On March 24, 1988 the 
Governor in Council amended that approval to delete Canada 
Lands Company (Vieux-Port de Québec) Inc. from that 
requirement because it ceased operations as of March 31, 
1988. 
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(d) Capital stock 


The Corporation is authorized to issue three shares which 
shall not be transferred to any person other than a person 
approved by the Minister of Public Works. The authorized 
shares have been issued in consideration of services rendered 
and are held in trust for Her Majesty in right of Canada by 
the Minister of Public Works. 


. Financial statement 


The Corporation has not been involved in any financial transac- 
tions. As a result, the balance sheet has nil balances and no other 
financial statement is presented. 


. Related party transactions 


The Department of Public Works provides the Corporation, 
without charge, with such executive and administrative functions 
as are required for its operations. 


. Subsequent events 


Canada Lands Company (Vieux-Port de Québec) Inc. has 
ceased operations effective March 31, 1988. Canada Lands Com- 
pany (Mirabel) Limited has taken initial steps to wind down its 
operations. Administrative functions have been assumed by 
Department of Public Works’ personnel. However, decisions have 
yet to be taken with respect to formal dissolution of these corpora- 
tions. 
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SUMMARY PAGE 


CANADA LANDS COMPANY (MIRABEL) LIMITED 


MANDATE 


Administer, pending disposition, and sell on behalf of the Crown, properties peripheral to the airport called Montreal 
North. 


BACKGROUND 


Since July 1982, the corporation has managed the lands which the Crown had acquired for the international airport 
at Mirabel but which were not required for the functioning of the airport. A program for the sale of all those 
properties has been developed and is being implemented by the corporation. As of March 23, 1988 the management 
of the corporation’s affairs was assumed by the Department of Public Works. 


CORPORATION DATA 
HEAD OFFICE 9850 Belle Riviére 
P.O. Box 180 
Mirabel, Quebec 
JON 1S0 
STATUS — an agent of Her Majesty 
— A wholly-owned subsidiary of Canada Lands Company Limited; 
it has been directed by Order in Council (PC 1987-86) to report 
its affairs as if it is a parent Crown corporation. 
APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 
DEPARTMENT Public Works 
YEAR AND MEANS 1981; by Canada Lands Company Limited, under the Canada 
OF INCORPORATION Business Corporations Act. 
CHAIRMAN AND CHIEF Jocelyne Ouellette 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 
At the end of the period 


Totals ASsetS< Ag vic saiense ka icetcos toate See ashen esate raconte fied 5.4 a2 5.0 

Obligations to the private S€CtON -..1..c.scc-c.cseansenceeasenerccsnentencnee’ nil nil PZ 0.1 

Obligationstto Canada. cise. gant tonto nil nil 3 4.3 

Equity of Canada. cy cccelscQ eared otontese eee eee ere eae nil nil nil nil 
Cash from Canada in the period 

=—— Hud retary: Met. cherie soReiesth teats ies core ae heen a ope) 6.8 2.4 D2 


SPS AON= DUC POLALY sccac sere icsasene og che sree as eee nil nil nil nil 
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CANADA LANDS COMPANY (MIRABEL) LIMITED 
AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Canada Lands Company 
(Mirabel) Limited as at March 31, 1988 and the statements of trans- 
actions and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the charter 
and by-laws of the Corporation, as well as the agreement between the 
Corporation and Her Majesty in Right of Canada represented by the 
Minister of Public Works, except for the situation described in Note 
10 to the financial statements for which I report that the Corporation 
exceeded the total of the expenditures included in its corporate plan, 
without having obtained the proper authorizations, which is contrary 
_ to the provisions of the Financial Administration Act and of the above- 
mentioned agreement. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
June 17, 1988 


BALANCE SHEET AS AT MARCH 31, 1988 


._ TTS 


| ASSETS 1988 1987 LIABILITIES 1988 1987 

| $ $ $ $ 

CEES Wee ane oa Se EINE neta 8 Mn ty pee ae i ea 957,539 4,521,289 Accountsipayablen te tome cn scree se ere Aries 879,331 1,210,277 
ESCCOUNIS LCCelVa Dleremenneeteet erie, ere ee ee eee 3/3\4/2 gue 39,019 Deposits on sales of properties awaiting approval.......... 568,182 2,172,072 

Due from Minister of Public Works (Note 3)................ 1,167,436 Due to Receiver General for Canada (Note 5) .............. 1,203,484 1,617,598 

Mortgage loan receivable (Note 4) ......c..ccsccccccssesneeseen 152,550 Due to Minister of Public Works (Note 3)..........0000000. 260,361 

| 2,650,997 5,260,308 
SHAREHOLDER’S EQUITY 

Gapitalistocks(INote;G) Geevrecsceccesocveess nertec eee ve 

2,650,997 5,260,308 2,650,997 5,260,308 


Approved by the Board: 


JOCELYNE OUELLETTE 
Director 


ROBERT LEMAY 
Director 
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CANADA LANDS COMPANY (MIRABEL) LIMITED—Continued 
STATEMENT OF CHANGES IN FINANCIAL POSITION 


STATEMENT OF TRANSACTIONS 

CARRIED OUT AS AGENT AND ON BEHALF OF 
THE MINISTER OF PUBLIC WORKS 

FOR THE YEAR ENDED MARCH 31, 1988 


——_—_—_—_—_—_—_——————— 


1988 
$ 
Expenditures 
Expenditures incurred for goods received or ser- 
vices rendered 
Operating 
Wages, benefits and termination benefits ........ 1,932,364 
Professional S€rVviCes...........-.-:sccsccsssssecseeeteeteeeee 570,629 
Communications and promotion............0..0+ 471,468 
Materials and maintenance contracts .............. 262,833 
Property appraisal ..........-.::ccsseesieste eee: 203,815 
Vehicles and related expenses ...............::ce 203,163 
Establishment of cadastres ...........0.:0:csceee 185,899 
Generale ee ee ee ee ee 137,996 
Public utilities ee eee ee eee eee 106,550 
REN talS en rene caer i nacanor ness 101,077 
Hospitality and public relations ..............000 96,468 
Office supplies ........0...:.scccceececeeeerneeeessereseeseres 60,046 
4,332,308 
Gapitall paneer csr eer ear cece cee sece setae trscrearrereassyere 2s7O3 
4,345,061 
Agricultural investment acceleration program 
COVay skip elie 810) 1 as seee a nganee otcsonsaecadeeson kerceceerc tacceaCeCoAeeD 1,853,353 
Professional services and related expenses........... 600,141 
2,453,494 
Operating grant related to the transfer of a prop- 
ty (INOtE) 7) cece sccccececcscseneseesendesenersnvsnsessversesetennens 
Total of expenditures ...........ccceeeceee ee neecteseseeneeteee 6,798,555 
Proceeds from other than the direct use of fixed 
assets 
TTtCTOS eter re er rr asanece ene cue eee 338,868 
Net expenditures to be funded (Note 3) mene 6,459,687 
Cumulative net expenditures since April 9, 1981... 60,838,511 
Proceeds from the direct use of fixed assets 
Sales of properties (after deducting leasehold 
improvements reimbursed to tenants) ............. 23,114,573 
[ASE a ae eS Ee OS oe eee eT 487,455 
COVE ala eect Seles ates evince aa epee aceon nich sear Aree 89,771 
Total to be remitted (Note 5)............::::secenereees 23,691,799 
Cumulative direct proceeds since April 9, 1981... 62,656,723 


—_————— 


Excess of net expenditures over direct proceeds 
(excess of direct proceeds over net expendi- 
tures) 

onthe; y Caleec erecta eects earner eree ora 


Cumulative since April 9, 1981 ...........ee 


(1,818,212) 


1,326,922 
956,446 
180,822 
854,988 

1,246,165 
133,346 
766,344 
124,316 
105,729 

92,868 
122,821 
91,972 

6,002,739 

130,360 


6,133,099 


720,350 
SSIES 


1,271,905 


250,000 


7,655,004 


298,369 


7,356,635 
54,378,824 


8,336,638 
1,235,097 
59,529 


9,631,264 


38,964,924 


(17,232,112) (2,274,629) 


15,413,900 


FOR THE YEAR ENDED MARCH 31, 1988 


1988 
$ 
Operating activities 
Transactions carried out as agent and on 

behalf of the Minister of Public Works 
Proceeds from the direct use of fixed assets . 23,691,799 
Proceeds from other than the direct use of 

fIKEGASSCISeet eee es ee ee ee 338,868 
Remittances to the Consolidated Revenue 

TFs (end eae eh oat aie eet ray itch (24,105,913) 
Operating expenditures incurred for goods 

received or services rendered................0+ (4,332,308) 

Agricultural investment acceleration pro- 

BAIN sess orknacstsioeeei net Pecans sus hcl "ya (2,453,494) 

Operating grant related to the transfer of a 

|) 0) 0-50 eee 
(6,861,048) 
Decrease in accounts receivable ...........:-c1 365,547 
Increase (decrease) in accounts payable........... (330,946) 
Increase (decrease) in deposits on sales of 
properties awaiting APDLOVa leeerseteerataa (1,603,890) 
(8,430,337) 
Investing activities 
Mortgage loan receivable..............:.:c sees (152,550) 
Capital expenditures carried out as agent and 
on behalf of the Minister of Public Works ... (12,753) 
(165,303) 
Financing activities 
Parliamentary appropriation less reimburse- 

Fa 01 ee ee ECOe once EBERT OA benceteectOn 5,031,890 
Increase (decrease) in cash during the year......... (3,563,750) 
Cash at beginning of the year ...............cecee 4,521,289 
Cash at end of the year..............:.ccccsecesesereoneeeeees 957,539 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1988 


1. Authority and activities 


Canada Lands Company (Mirabel) Limited was incorporated 
on April 9, 1981 under the Canada Business Corporations Act 
and is a wholly-owned subsidiary of Canada Lands Company 
Limited, a Crown corporation named in Part I of Schedule C to 


the Financial Administration Act. 


9,631,264 
298,369 
(8,531,986) 
(6,002,739) 
(1,271,905) 


(250,000) 
(6,126,997) 


647,933 
564,951 


956,387 
(3,957,726) 


(130,360) | 


(130,360) 


6,823,052 


2,734,966 
1,786,323 


4,521,289 


Effective July 1, 1981, pursuant to an agreement between the | 


Corporation and Her Majesty in Right of Canada represented by 
the Minister of Public Works, the Corporation is responsible for 
administering and developing a part of the peripheral lands of 
Mirabel in order to ensure a normal living environment for resi- 
dents of the lands while safeguarding the operations of the Mira- 
bel International Airport. The Corporation fulfills this responsi- 
bility in the name and for the account of the Minister of Public 
Works who continues to hold title to the fixed assets for the ben- 
efit of Her Majesty. On May 21, 1982, the Privy Council author- 
ized the sale of certain properties; on February 23, 1984, it 
authorized the disposition of the remaining properties within the 
territory under its responsibility. On September 19, 1984, a 
moratorium suspended the sales program; the Privy Council 
authorized on June 11, 1985 an agricultural investment accelera- 
tion program and the resumption of sales under revised terms and 


conditions, approved by the Treasury Board. 
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CANADA LANDS COMPANY (MIRABEL) LIMITED—Continued 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1988—Concluded 


2. Significant accounting policies 


(a) Financial statements presentation 


The statements present transactions carried out by the Cor- 
poration as agent and on behalf of the Minister of Public 
Works. All expenditures, net of proceeds from other than the 
direct use of fixed assets, are reimbursable to the Corpora- 
tion. Proceeds from the direct use of fixed assets, principally 
rentals and sales of properties, are payable to the Receiver 
General for Canada. 


Differences between parliamentary appropriations received 
and net reimbursable expenditures are recorded by the Cor- 
poration as due from or due to the Minister of Public Works. 


(b) Employee termination benefits 


On termination of employment, certain employees of the 
Corporation are entitled to benefits under conditions pro- 
vided for under their employment contracts. The cost of these 
benefits is expensed in the year in which they are earned by 
the employees and the liability is included in accounts pay- 
able. 


(c) Expenditures of a capital nature 


Expenditures of a capital nature represent costs which sig- 
nificantly increase the value or extend the useful lives of 
properties administered by the Corporation. 


(d) Contributions 


wa 


Financial assistance under the agricultural investment accel- 
eration program is recorded in the expenditures of the year in 
which the eligible work is carried out. 


(e 


~~ 


Sales of properties 


Sales of properties are recognized when title passes to buyers 
and the Corporation is entitled to receive the amount of the 
proceeds. 


(f) Pension plan 


All employees of the Corporation participate in the superan- 
nuation plan administered by the Government of Canada. 
The employees and the Corporation contribute equally to the 
cost of the plan. The Corporation’s contributions, represent- 
ing its total liability, are recorded on a current basis. 


. Due from (due to) Minister of Public Works 


1988 1987 
$ $ 
Balance at beginning of the year..................... (260,361) (793,944) 
INetexnenditureseermae ic: crite ett 6,459,687 7,356,635 
6,199,326 6,562,691 


Less: 
funds drawn from Department of Public 
Works Vote 35 (Vote 30 in 1987) for 
Canada Lands Company (Mirabel) 
MPIITI ted ee eters hates eer ean 
reimbursement of the unused portion of 
parliamentary appropriations drawn in 
PIEVIOUS VCAUSiaehere.ccsien eet eee 


(5,292,251) (6,823,052) 


260,361 


(5,031,890) (6,823,052) 


Balance-at end-of/the years en..sceseeere ee 1,167,436 (260,361) 


. Mortgage loan receivable 


The Corporation granted a mortgage loan of $152,550, bearing 
no interest, to a municipality on the sale of a property. The loan is 


11. 


reimbursable on the basis of nine annual instalments of $16,950 
starting from April 1, 1988. 


. Due to Receiver General for Canada 


1988 1987 
$ $ 

Balance at beginning of the year............00........ 1,617,598 518,320 
Directiproceedsicg.ae 5 the. Pee Sethe 23,691,799 9,631,264 
25,309,397 10,149,584 

Remittances to the Consolidated Revenue 
RUN aioe Sy tery Ra tri thy tae Wie Bee 24,105,913 8,531,986 
Balanceat-end ot the. year sent ee 1,203,484 1,617,598 


. Capital stock 


The Corporation is authorized to issue a single share, to be held 
in trust for Her Majesty in Right of Canada, which may not be 
transferred without the consent of the Governor in Council. The 
authorized share has been issued in consideration of services ren- 
dered. 


. Operating grant related to the transfer of a property 


On July 23, 1986, the Governor in Council transferred to the 
Province of Quebec, at no cost and under certain conditions, the 
administration and control of a property for the purpose of main- 
taining an educational activity centre. This transfer is conditional 
to the payment by the Corporation to the Government of the 
Province of Quebec of operating grants of $250,000 in 1986-87 
and of $250,000 in 1988-89. 


. Commitments 


Under the agricultural investment acceleration program, the 
Corporation has agreed to reimburse claimants with a portion of 
the cost of eligible work when carried out, which amounts to 
approximately $1,000,000 as at March 31, 1988 ($950,000 as at 
March 31, 1987). 


. Contingency 


Legal action has been instituted against the Corporation, the 
Attorney General of Canada, the Minister of Transport and the 
Minister of Public Works by some of the original Mirabel prop- 
erty owners who are asking to have the 1969 expropriation 
declared invalid. In this context, a number of lessees have ceased 
to remit their rent to the Corporation. On March 27, 1985, a 
protocol of understanding was entered into with representatives of 
the original property owners whereby the parties undertake to dis- 
continue all litigation actions between them. This protocol was 
approved in principle by the Privy Council on June 11, 1985. 


. Expenditures incurred and authorized 


The expenditures incurred during the year amount to 
$6,798,555 whereas those authorized in the corporate plan of the 
Corporation amount to $5,583,000, resulting in an overexpendi- 
ture of $1,215,555. 

This overexpenditure is due mainly to the facts that the eligible 
work under the agricultural investment acceleration program was 
greater than expected, that benefits were granted to the 
employees at the termination of their employment on March 25, 
1988, and that communications and promotion expenses, not fore- 
seen in the estimates, were incurred. 


Management of the Corporation’s affairs 


Since March 25, 1988, the management of the Corporation’s 
affairs is assumed by the Department of Public Works under the 
terms of a specific service agreement. 
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CANADA LANDS COMPANY (MIRABEL) LIMITED—Continued 
AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Canada Lands Company 
(Mirabel) Limited as at March 31, 1987 and the statements of trans- 
actions and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the charter 
and by-laws of the Corporation, as well as the agreement between the 
Corporation and Her Majesty in Right of Canada represented by the 
Minister of Public Works. 


I wish to bring to your attention that, until quite recently, the Board 
of Directors of the Corporation was composed exclusively of 
employees. In my view, such a situation is undesirable as it has the 
potential to weaken the accountability process. In this case, it did not 
promote a climate where operational and administrative controls were 
objectively exercised, at least in appearance. I note, however, that the 
composition of the Board was modified subsequent to the year-end to 
include three directors, independent of the Corporation, who constitute 
a majority of the Board of Directors. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
December 11, 1987 


BALANCE SHEET AS AT MARCH 31, 1987 


ASSETS 1987 1986 LIABILITIES 1987 1986 
$ $ $ $ 
CAST WN eet ihe is Sete ee ea Rh eats a8 4,521,289 1,786,323 Accounts) payable, \ cement e.teencca ee ones 1,210,277 645,326 
AXCCOUNTS TECELVA Dieter eee ae ce ee ee ee ee 739,019 1,386,952 Deposits on sales of properties awaiting approval.......... DAT2Z07TZ 1215685 
Due to Receiver General for Canada (Note 3).............. 1,617,598 $18,320 
Due to Minister of Public Works (Note 4).......0....0.0..... 260,361 793,944 
SWASU BLUE SSIS PIS) 
SHAREHOLDER’S EQUITY 
Capitalistocke@Note 5) incke een a ee eee ee 
5,260,308 3,173,275 5,260,308 3,173,275 


Approved by the Board: 


PIERRE HARDY 
Director 


CLAUDE VERMETTE 
Director 


|Expenditures 
\Expenditures incurred for goods received or ser- 
vices rendered 
Operating 
Wages andibenefitss.. hess ccs k 
IBEODELUYZa DPA Salles oars eee ere eee ee 
ProLessionalisenvices sae amen eyt er eee oe 


Communications and promotion....................... 
Vehicles and related expenses .............0.cccc0000- 
Genera lets me saxeae se een eee in ears. er: 
Hospitality and public relations .......0.0.00...0.00.2.. 
pu blicautilitics seen eteeere te ese oe 


‘Agricultural investment acceleration program 
GOntrIDUTIONS teeter ce ene ee eee aes 


‘Operating grant related to the transfer of a prop- 
erty (INoteiG) Rant. eee SOT Ao 


otallofiexpensesi--w ee +. ete ake ee 


t roceeds from other than the direct use of fixed 
assets 
INEETES fete aa ee he os net oh eechnce eect 


| Sales of properties (after deducting leasehold 
| improvements reimbursed to tenants) .............. 
BREN Cals PIAS oie k a cts oe eas 


, Cumulative direct proceeds since April 9, 1981.. 


2xcess of net expenditures over direct proceeds 
(excess of direct proceeds over net expendi- 

tures) 

BONE Veatecot ttn ot. ee ee 


1,326,922 
1,246,165 
956,446 
854,988 
766,344 
180,822 
133,346 
124,316 
122,821 
105,729 
92,868 
S972 
6,002,739 
130,360 


6,133,099 


720,350 
SSIS 


1,271,905 


250,000 


7,655,004 


298,369 


7,356,635 
54,378,824 


8,336,638 
1,235,097 
59,529 


9,631,264 


38,964,924 


(2,274,629) 


15,413,900 


2,442,246 
2,510,541 
559,278 
841,159 
917,903 
288,800 
101,731 
148,654 
133,072 
108,333 
82,674 
96,166 
8,230,557 
539,445 


8,770,002 


8,770,002 


260,232 


8,509,770 
47,022,189 


475,796 
2,688,892 
183,193 


3,347,881 


29,333,660 


5,161,889 


17,688,529 


Tie 
STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1987 
1987 1986 
$ $ 
Operating activities 
Transactions carried out as agent and on 
behalf of the Minister of Public Works 
Proceeds from the direct use of fixed assets . 9,631,264 3,347,881 
Proceeds from other than the direct use of 
fixed assets ate te eee 298,369 260,232 
Remittances to the Consolidated Revenue 
Fundencissernaes. wi tnenionlyee. on (8,531,986) (5,675,818) 
Operating expenditures incurred for goods 
received or services rendered...................... (6,002,739) (8,230,557) 
Agricultural investment acceleration pro- 
BUN sere cescecaeys Ssvvachecspcsanss eee SE. (1,271,905) 
Operating grant related to the transfer of a 
DLODCREY seer concen arias cece ae erent ee (250,000) 
(6,126,997) (10,298,262) 
Decrease (increase) in accounts receivable ...... 647,933 (49,443) 
Increase (decrease) in accounts payable........... $64,951 (7,314) 
Increase in deposits on sales of properties 
AWAItIN Sea DPLOV al use eee eee en eee 956,387 1,131,514 
(3,957,726) (9,223,505) 
Investing activities 
Capital expenses carried out as agent and on 
behalf of the Minister of Public Works ........ (130,360) (539,445) 
Financing activities 
Parliamentary appropriation .........0...0ccccccc 6,823,052 7,874,894 
Increase (decrease) in cash during the year......... 2,734,966 (1,888,056) 
Cash at beginning of the year .........:......cccceeeeceeee 1,786,323 3,674,379 
Cashratrendiofithe yearn 20-0 epee 4,521,289 1,786,323 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1987 


1. Authority and activities 


Canada Lands Company (Mirabel) Limited was incorporated 
on April 9, 1981 under the Canada Business Corporations Act 
and is a wholly-owned subsidiary of Canada Lands Company 
Limited, a Crown corporation named in Part I of Schedule C to 
the Financial Administration Act. 

Effective July 1, 1981, pursuant to an agreement between the 
Corporation and Her Majesty in Right of Canada represented by 
the Minister of Public Works, the Corporation is responsible for 
administering and developing a part of the peripheral lands of 
Mirabel in order to ensure a normal living environment for resi- 
dents of the lands while safeguarding the operations of the Mira- 
bel International Airport. The Corporation fulfills this responsi- 
bility in the name and for the account of the Minister of Public 
Works who continues to hold title to the fixed assets for the ben- 
efit of Her Majesty. On May 21, 1982, the Privy Council author- 
ized the sale of certain properties; on February 23, 1984, it 
authorized the disposition of the remaining properties within the 
territory under its responsibility. On September 19, 1984, a 
moratorium suspended the sales program; the Privy Council 
authorized on June 11, 1985 an agricultural investment accelera- 
tion program and the resumption of sales under revised terms and 
conditions, approved by the Treasury Board. 
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CANADA LANDS COMPANY (MIRABEL) LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1987—Concluded 


2. Significant accounting policies 


(a) Financial statements presentation 


The statements present transactions carried out by the Cor- 
poration as agent and on behalf of the Minister of Public 
Works. All expenditures, net of proceeds from other than the 
direct use of fixed assets, are reimbursable to the Corpora- 
tion. Proceeds from the direct use of fixed assets, principally 
rentals and sales of properties, are payable to the Receiver 
General for Canada. 


Differences between parliamentary appropriations received 
and net reimbursable expenditures are recorded by the Cor- 
poration as due from or due to the Minister of Public Works. 


(b) Employee termination benefits 


On termination of employment, certain employees of the 
Corporation are entitled to benefits under conditions pro- 
vided for under their employment contracts. The cost of these 
benefits is expensed in the year in which they are earned by 
the employees and the liability is included in accounts pay- 
able. 


(c) Expenditures of a capital nature 


Expenditures of a capital nature represent costs which sig- 
nificantly increase the value or extend the useful lives of 
properties administered by the Corporation. 


(d) Contributions 
Financial assistance under the agricultural investment accel- 
eration program is recorded in the expenditures of the year in 
which the eligible work is carried out. 

(e) Sales of properties 
Sales of properties are recognized when title passes to buyers 
and the Corporation is entitled to receive the amount of the 
proceeds. 

(f) Pension plan 


All employees of the Corporation participate in the superan- 
nuation plan administered by the Government of Canada. 
The employees and the Corporation contribute equally to the 
cost of the plan. The Corporation’s contributions, represent- 
ing its total liability, are recorded on a current basis. 


. Due to Receiver General for Canada 


1987 1986 
$ $ 

Balance at beginning of the year...................... $18,320 2,846,257 
Direct proceeds ec ee ae en 9,631,264 3,347,881 
10,149,584 6,194,138 

Remittances to the Consolidated Revenue 
UNG et ete sc ee eee 8,531,986 5,675,818 
Balancesat endiofithe vedios ante eae 1,617,598 518,320 


. Due to Minister of Public Works 


1987 1986 
$ $ 
Balance at beginning of the year.................. 793,944 1,428,820 
INCtiexpendituresaermee eee anes (7,356,635) (8,509,770) 
(6,562,691) (7,080,950) 
Less: funds drawn from Department of 
Public Works Vote 30 (Vote 35 in 
1986) for Canada Lands Company 
(Mirabel)eimited tae =n 6,823,052 8,047,000 
reimbursement of unused portions 
of parliamentary appropriations 
drawn in previous years.................... (172,106) 
6,823,052 7,874,894 
Balanceiatiendiof the yeares.7 nee 260,361 793,944 


. Capital stock 


The Corporation is authorized to issue a single share, to be held 
in trust for Her Majesty in Right of Canada, which may not be 
transferred without the consent of the Governor in Council. The 
authorized share has been issued in consideration of services ren- 
dered. 


. Operating grant related to the transfer of a property 


On July 23, 1986, the Governor in Council transferred to the 
Province of Quebec, at no cost and under certain conditions, the 
administration and control of a property for the purpose of main- 
taining an educational activity centre. This transfer is conditional 
to the payment by the Corporation to the Government of the 
Province of Quebec operating grants of $250,000 in 1986-87 and 
of $250,000 scheduled to be paid during 1988-89. 


. Commitments 


Under the agricultural investment acceleration program, the 
Corporation has agreed to reimburse claimants with the costs of 
eligible work when carried out, which amounts to approximately 
$950,000 as at March 31, 1987. 


. Contingency 


Legal action has been instituted against the Corporation, the 
Attorney General of Canada, the Minister of Transport and the 
Minister of Public Works by some of the original Mirabel prop- 
erty owners who are asking to have the 1969 expropriation 
declared invalid. In this context, a number of lessees have ceased 
to remit their rent to the Corporation. On March 27, 1985, a 
protocol of understanding was entered into with representatives of 
the original property owners whereby the parties undertake to dis- 
continue all litigation actions between them. This protocol was 
approved in principle by the Privy Council on June 11, 1985. 


. Comparative figures 


Certain figures for the year ended March 31, 1986 were reclas- 
sified for comparative purposes. 
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SUMMARY PAGE 


CANADA LANDS COMPANY (LE VIEUX-PORT DE MONTREAL) LIMITED 


MANDATE 


Promote the development of the lands of Le Vieux-Port de Montréal and develop them; administer, manage and 
maintain Crown property there. 


BACKGROUND 


Since February 1982, the corporation has managed the Crown lands at Le Vieux-Port, including lands transferred to 
the Crown in 1983 from Canada Ports Corporation. Planning and consultation with the public and with the other 
levels of government have resulted in plans for major developments on the lands. Those plans remain a significant 
issue for the various governments. 


CORPORATION DATA 


HEAD OFFICE aa3reide Ini oraniunevoucst 
Montreal, Quebec 
H2Y 2E2 


STATUS — an agent of Her Majesty 

| — A wholly-owned subsidiary of Canada Lands Company Limited; 
it has been directed by Order in Council (PC 1987-86) to report 
its affairs as if it were a parent Crown corporation. 


IYEAR AND MEANS 
OF INCORPORATION 


ICHAIRMAN AND CHIEF 
EXECUTIVE OFFICER 


AUDITOR 


| 


At the end of the period 


PSEA TN SSO US eee ase ernest uas tereenten Conerdas 
Obligations to the private sector 
Obligations to Canada .................0.... 
LVL CANA As ie cocacaneens tas 
Cash from Canada in the period 

BUC COL ATY. ariel ce 
eenON- UCPC TAIN 3. ac a cukeren aes 


The Honourable Stewart McInnes, P.C., M.P. 
Public Works 


1981; by Canada Lands Company Limited, under the Canada 
Business Corporations Act. 


Roger Beaulieu 


The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 


ay ARIS olga ate ads 0.9 0.6 1.9 Sal 
TS Te: ke ce a aA SE ee nil nil nil nil 
RCo A eR care eee nil 0.1 nil nil 
SAR netles Sema a eee: nil nil nil nil 
RT Rk eit ers ve 3.4 pe 5.9 31.6 
RSE LD ee eRe eae nil nil nil nil 
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CANADA LANDS COMPANY (LE VIEUX-PORT DE MONTREAL) LIMITED 


AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Canada Lands Company (Le 
Vieux-Port de Montréal) Limited as at March 31, 1988 and the state- 
ments of transactions and changes in financial position for the year 
then ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the charter 
and by-laws of the Corporation, as well as the agreement between the 
Corporation and Her Majesty in Right of Canada represented by the 
Minister of Public Works. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 7, 1988 


BALANCE SHEET AS AT MARCH 31, 1988 


eee SSeS SSS SSS.» 0900—oaw = 


ASSETS 1988 1987 

$ $ 
Cash and temporary investments .............:cse rere 269,802 382,388 
Accounts receivable). ear eee etek. ce te eee eens 110,411 101,741 
Due from Receiver General for Canada (Note 3) ......... 124,748 
Due from Minister of Public Works (Note 4) ................ 217,849 
Prepaid EXPENSES io. ...ceeeseeecreeseereccenecsristrerettenerecrarsses 343,770 15,801 


941,832 624,678 


LIABILITIES 1988 
$ 

Accounts payable .........::cccccceeeeeeeeresessecteenesnestenernerncnens 920,650 
Due to Receiver General for Canada (Note 3) ............. 21,182 
Due to Minister of Public Works (Note 4)..........:.000 

941,832 
SHAREHOLDER’S EQUITY 
Capital stock (Note 5) .......:ss.scssessessseccseeereretreenisestesensen 

941,832 


1987 
$ 


408,912 


215,766 
624,678 


624,678 


a EEO Eee See re nn mins a i ll 


Approved by the Board: 


ROGER L. BEAULIEU 
Director 


BENOIT LEMAY 
Director 
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CANADA LANDS COMPANY (LE VIEUX-PORT DE MONTREAL) LIMITED—Continued 


STATEMENT OF TRANSACTIONS 
CARRIED OUT AS AGENT AND ON BEHALF OF THE 


MINISTER OF PUBLIC WORKS STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1988 FOR THE YEAR ENDED MARCH 31, 1988 
1988 1987 1988 1987 
$ $ $ $ 
Expenditures Operating activities 
| Operating Transactions carried out as agent and on 
Maintenance.of property. ese ee 1,197,119 850,085 behalf of the Minister of Public Works 
Permanent personnel............-ccsocecsseesssseessceee 872,390 629,199 Operating expenditures .......ccccccccccccccsscseeeeee (3,263,967) (2,610,063) 
Animation PLOBTAMS .........sseeeessssessesssteecesnneeeesnnsees ESE 280,157 Proceeds from other than the direct use of 
Administration eo teeenerenseneneenaneetenenceneneesssereeeseieerey 401,779 422,090 fixed assets tee eee ey eee ome 830,876 402,350 
Professional SETVICES 00. .eosceeeseseonecnsessrettnceneertecenceace 219,499 320,547 Proceeds from the direct use of fixed assets 284,607 184,077 
Commumications ......cecrcecceestesecssenesennenne ___ 55,623 107,985 Remittances to the Consolidated Revenue 
3,263,967 2,610,063 Fund: 2.2; SG OY Be CIRO eI pea elee (138,677) (20,030) 
Meapitaltyes. crews 080) of sisal Ri bilo hls 1,400,524 1,139,026 (2,287,161) (2,043,666) 
ILUTeST Fee. bene on ee Pee ; 5749, : ; 
TR ee ee Increase in accounts receivable............cccccccc0.00-- (8,670) (57,741) 
| Increase in prepaid expenses ............ccccccceceseseeee (327,969) (729) 
Proceeds from other than the direct use of fixed Increase (decrease) in accounts payable........... 511,738 (1,198,107) 
assets 14, (2,112,062) (3,300,243) 
Income produced by animation programs SS 
(CONCESSIONS eee eee oe eee 503,445 204,242 7 iy 
ATKIN Sere ee ene sre ee ene 286,322 134,998 Investing activities 
OCDE PRN ee ea ed Ser iis ats never hers 5,815 939 Capital expenditures carried out as agent and 
795,582 340,179 on behalf of the Minister of Public Works ... (1,400,524) (1,139,026) 


Interest, related principally to the receipt of 


parliamentary appropriations in advance of Financing activities 


Otter PS) Parliamentary appropriation nn _3400,000_3,277,000 
830,876 402,350 ; 
Net expenditures to be funded (Note 4) 0.0.00... 3,833,615 3,346,739 Cash and temporary investments 
Cc ats di : N ber 06 oo Decrease for the YOM esessceoseetsseeneresenseterantnssscsecs (112,586) (1,162,269) 
| Pose net expenditures since November 26, ba ais oa tien sae Balance at beginning of the year .........cc..cc0c.0000 ___ 382,388 1,544,657 
| BS aerate eesti ns bese —_— Balance at end of the year...........ccscccssecccceseceveses 269,802 382,388 
Proceeds from the direct use of fixed assets 
Income to be remitted (Note 3) NOTES TO FINANCIAL STATEMENTS 
RAT Kin Mn Pepe oe ate gS Lerten BA. Fe 126,196 59,132 AS AT MARCH 31, 1988 
IRCntalSmeneemeetct nt ore nt eee CONS Ss 107,842 85,687 
Mooring and anchoring ..........0.....cccccsccecceceeseess 50,569 39,258 1. Authority and activities 
7 284,007 SOP ISL OUTS Canada Lands Company (Le Vieux-Port de Montréal) Limited 
was incorporated on November 26, 1981 under the Canada Busi- 
umulative direct proceeds since November 26, ness Corporations Act and is a wholly-owned subsidiary of 
LD Sil Wee mare een cen Re NT oe 896,845 612,238 Canada Lands Company Limited, a Crown corporation named in 
| Part I of Schedule C to the Financial Administration Act. 
xcess of net expenditures over direct proceeds Effective February 1, 1982, pursuant to an agreement between 
BHCDO CAL 9 1. 5 tein de ar dee pote Beenie 3,549,008 3,162,662 the Corporation and Her Majesty in Right of Canada represented 
ee arr a © by the Minister of Public Works, the Corporation is responsible 
63,518,404 59,969,396 for developing and for promoting the development of the lands of 


Le Vieux-Port de Montréal, and for administering, managing and 
maintaining the property of Her Majesty located therein. The 
Corporation fulfills this responsibility in the name and for the 
account of the Minister of Public Works who continues to hold 
title to the fixed assets for the benefit of Her Majesty. 


2. Significant accounting policies 


(a) Financial statement presentation 


The statements present transactions carried out by the Cor- 
poration as agent and on behalf of the Minister of Public 
Works. All expenditures, net of proceeds from other than the 
direct use of fixed assets, are reimbursable to the Corpora- 
tion. Proceeds from the direct use of fixed assets are payable 
to the Receiver General for Canada. 

Differences between parliamentary appropriations received 
and net reimbursable expenditures are recorded by the Cor- 
poration as due from or due to the Minister of Public Works. 
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CANADA LANDS COMPANY (LE VIEUX-PORT DE MONTREAL) LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1988—Concluded 


(b) Expenditures of a capital nature 


Expenditures of a capital nature represent costs which sig- 
nificantly increase the value or extend the useful lives of 
properties administered by the Corporation. They also 
include costs of demolishing structures. 


(c) Employee termination benefits 


On termination of employment, employees of the Corpora- 
tion are entitled to certain benefits provided for under the 
salary administration policy of the Corporation. The cost of 
these benefits is recorded in the year in which they are 
earned by the employees. The estimated liability resulting 
from this policy is included in accounts payable. 


(d) Retirement savings plan 


The Corporation has, established a group retirement savings 
plan under which a single trust was established with a private 
sector organization in order to accumulate contributions to 
provide a retirement income for the employees through 
individually registered retirement savings plans. All contribu- 
tions are paid by the employees, the Corporation acting solely 
as an agent without incurring any liability. 


. Due from (due to) Receiver General for Canada 


1988 1987 
$ $ 
Balance receivable at beginning of the year ... 124,748 288,795 
Direct proceed siece ree ee cers eee ee (284,607) (184,077) 
(159,859) 104,718 
Remittances to the Consolidated Revenue 
Rid eee A ee ee 8 ee ee Oe, 138,677 20,030 
Balance receivable (due) at end of the year.... (21,182) 124,748 
. Due from (due to) Minister of Public Works 
1988 1987 
$ $ 
Balance payable at beginning of the year.... (215,766) (285,505) 
Netexpendituress cn ee a re eee 3,833,615 3,346,739 
3,617,849 3,061,234 
Less: 
funds drawn from Department of Public 
Works for Canada Lands Com- 
pany (Le Vieux-Port de Montréal) 
Limited 
Votes OMNGL OSS ereerccrn nee core (3,400,000) 
Vote: 4OhnElO8 ]/aernee eta ee ek. (3,277,000) 
Balance receivable (payable) at end of the 
Vear sucess Senennene e 217,849 (215,766) 


. Capital stock 


The Corporation is authorized to issue a single share, to be held 
in trust for Her Majesty in Right of Canada, which may not be 
transferred without the consent of the Governor in Council. The 
authorized share has been issued in consideration of services ren- 
dered. 


. Commitments 


As at March 31, 1988 the commitments for the leasing of 
equipment and construction contracts totalled $2,408,765 
($486,117 as at March 31, 1987). 


. Comparative figures 


Certain figures of the year ended March 31, 1987 were reclassi- 
fied for comparison purposes. 
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SUMMARY PAGE 
CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC. 


MANDATE 


Implement a general development plan for certain lands of the Vieux-Port de Québec; administer, manage, promote 
and operate those lands and their developments. 


BACKGROUND 


Since August 1, 1981, the corporation has developed and managed the Crown lands of the Vieux-Port; for two years, 
ending February 27, 1986, it held, managed and directed a further parcel of Vieux-Port land and the improvements 
on it. In 1987-88 its functions were transferred to the Department of Public Works and the corporation ended its 
operations on March 31, 1988. 


CORPORATION DATA 
HEAD OFFICE 112 Dalhousie Street 
P.O. Box 95, Station B 
Quebec City, Quebec 
G1K7A1 
STATUS —an agent of Her Majesty 
— A wholly-owned subsidiary of Canada Lands Company Limited; 
For the report period, it had been directed by Order in Council 
(PC 1987-86) to report its affairs as if it were a parent Crown 
| corporation. 
APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 
DEPARTMENT Public Works 
YEAR AND MEANS 1981; by Canada Lands Company Limited, under the Canada 
OF INCORPORATION Business Corporations Act. 
CHAIRMAN AND CHIEF Robert Giroux 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 


At the end of the period 
SE OTA BASSET peek SWiicccaderent een an oe ee cte ate eR ccc ect hea 1.8 09 Ube fe) 
ON eAtions to the private sectOke.4o ae oe nil nil nil nil 
DUROMONS 100 anaday bree ees on crates nee seein 0.9 0.9 0.4 0.4 
SEEN) GEV Te Sean eR a Oe a 0.2 0.2 0.2 3.8 
Cash from Canada in the period 
mrs OUCSCLALY Sal enh) © tee ee ore Gece geon be ae aeeneo oe ay 5.0 ae, 27.0 
ee NOL OUCRELAT Y cata fore cee en Otte Slax Cee i Ls nil nil nil nil 


* Lands and improvements returned to Canada in the period had been recorded in the corporation’s accounts at a 
value of $3.6 million. 
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CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC. 


AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Canada Lands Company 
(Vieux-Port de Québec) inc. as at March 31, 1988 and the statements 
of transactions and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the charter 
and by-laws of the Corporation as well as the agreement between the 
Corporation and Her Majesty in Right of Canada represented by the 
Minister of Public Works. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 15, 1988 


BALANCE SHEET AS AT MARCH 31, 1988 


SS ——————  — ———_____———— a 


ASSETS 1988 1987 

$ $ 
Cash and temporary investments.............::eceeee 628,045 924,217 
Accounts receivable (Note 3) .........:-:::ssccsesereecesereneereeets 694,441 862,537 
Due from Minister of Public Works (Note 4)............. 396,601 


1,719,087 1,786,754 


Approved by the Board: 


J. G. HEBERT 
Director 


LIABILITIES 


Accounts payable. 
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Due to Receiver General for Canada (Note 5) ...........- 
Due to Minister of Public Works (Note 4) ..........0.05 


SHAREHOLDER’S EQUITY 


Capital stock (Note 6) .......sce:cssesscseeeietesntste rer iecees 
Contributed surplus ...........:::cccce sees erences eee etrenceen 


Retained earnings 


1988 
$ 


631,868 
883,809 


1,515,677 


178,250 
25,160 


1,719,087 


1987 | 
$ 
643,864 | 


657,623 
281,857 


1,583,344 


178,250 
25,160 


1,786,754 
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CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC.—Continued 


STATEMENT OF TRANSACTIONS 


CARRIED OUT AS AGENT AND ON BEHALF OF 


THE MINISTER OF PUBLIC WORKS 


FOR THE YEAR ENDED MARCH 31, 1988 


Expenditures 
Expenditures incurred for goods received or ser- 
vices rendered 
Operating 
Administration, finance and property ............. 
Public affairs and animation (Note 7) ............ 
Mana pementisioitice mesa eat en eee 


Capital Ma mee aN he Pesce tere ee eats ese 


Operating grant related to the disposal of part of 
peslands:(Note,S) sewer wie ee ee 

mp otal of expenditures .......0 2°00 7 yh Seon 

Proceeds from other than the direct use of fixed 
assets 

PANIMALION sere hier ee eee ee eee Oe 

Interest, related principally to the receipt of 
parliamentary appropriations in advance of 
TICEOS <4 Re SAD Races oct CTE, Coenen td Dts aia: 


Net expenditures to be funded (Note 4) .....0.0.0000.... 
Cumulative net expenditures since April 9, 1981 ... 


Proceeds from the direct use of fixed assets 
DalesOl PartsOntne |ANdS eee eee 
IRENA IS eee rent ee ee Lee eee 


_ Cumulative direct proceeds since April 9, 1981 .. 


Excess of net expenditures over direct proceeds 
Horst he: yea tees ae eee sas epee 
Cumulative since April 9, 1981.......0..cccceeeeeee 


1988 
$ 


3,717,624 
842,419 
292,388 


4,852,431 
80,433 
4,932,864 


1,423,000 
6,355,864 


112,350 
4,056 


116,406 
6,239,458 


106,012,206 


1,521,000 
778,679 


2,299,679 


4,812,606 


SERRE 


101,199,600 


1987 
$ 


3,246,178 
1,170,751 
293,641 


4,710,570 
704,453 


5,415,023 


5,415,023 


302,612 


88,120 
3,373 
394,105 
5,020,918 


99,772,748 


778,088 
778,088 


pss yeT) 


4,242,830 


97,259,821 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1988 


1988 1987 
$ $ 
Operating activities 
Transactions carried out as agent and on behalf 
of the Minister of Public Works 
Operatingjexpend tures =e ee (4,852,431) (4,710,570) 


Operating grant related to the disposal of part 


Of thédlands<2sdteem. face atime heres (1,423,000) 
Proceeds from the direct use of fixed assets..... 2,299,679 778,088 
Proceeds from other than the direct use of 
fixed:assetSttce. ee ee ee eee ae 116,406 394,105 
Remittances to the Consolidated Revenue 
Fund et recente tear sane aee Sea (2,073,493) 
(5,932,839) (3,538,377) 
Increase (decrease) in accounts receivable .......... 168,096 (77,679) 
Decrease in accounts payable..........50...0000000. (11,996) (632,356) 
(5,776,739) (4,248,412) 


Investing activities 
Capital expenditures carried out as agent and 


on behalf of the Minister of Public Works....... (80,433) (704,453) 
Financing activities 
Parliamentary appropriations ..............000.00c0000.. 5,561,000 4,797,615 
Cash and temporary investments 
Decreaset Omine Ved lemeeee een nee (296,172) (155,250) 
Balance at beginning of the year............0.0.0.000.... 924,217 1,079,467 
Balance\atiendiofithe:year= seen. tee 628,045 924,217 


NOTES TO THE FINANCIAL STATEMENTS 
AS AT MARCH 31, 1988 


1. Authority and activities 


Canada Lands Company (Vieux-Port de Québec) inc. was 
incorporated on April 9, 1981 under the Canada Business Corpo- 
rations Act and is a wholly-owned subsidiary of Canada Lands 
Company Limited, a Crown corporation named in Part I of 
Schedule C to the Financial Administration Act. 


Effective August 1, 1981, pursuant to an agreement between 
the Corporation and Her Majesty in Right of Canada represented 
by the Minister of Public Works, the Corporation is responsible 
for the implementation of a general development plan for the 
lands of the Vieux-Port de Québec under its jurisdiction and for 
administering, managing, promoting and operating such lands and 
their developments. The Corporation fulfills this responsibility in 
the name and for the account of the Minister of Public Works 
who continues to hold title to the fixed assets for the benefit of 
Her Majesty. On May 26, 1988, by order of the Governor Gen- 
eral in Council, the Minister of Public Works was authorized to 
terminate the said agreement. 


From February 9, 1984 to February 27, 1986, the Corporation 
was responsible for its own account for the management, charge 
and direction of a parcel of land together with the improvements 
thereon which had been transferred to it, subject to certain limit- 
ing conditions, by order of the Governor General in Council on 
February 9, 1984. This property was retroceded on February 27, 
1986. 
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CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC.—Continued 


NOTES TO THE FINANCIAL STATEMENTS 
AS AT MARCH 31, 1988—Continued 


2. Significant accounting policies 


(a) Financial statements presentation 


The statements present transactions carried out by the Cor- 
poration as agent and on behalf of the Minister of Public 
Works. All expenditures, net of proceeds from other than the 
direct use of fixed assets, are reimbursable to the Corpora- 
tion. Proceeds from the direct use of fixed assets are payable 
to the Receiver General for Canada. 


Differences between parliamentary appropriations received 
and net reimbursable expenditures are recorded by the Cor- 
poration as due from or due to the Minister of Public Works. 


(b) Expenditures of a capital nature 


Expenditures of a capital nature represent costs which sig- 
nificantly increase the value or extend the useful lives of 
properties administered by the Corporation. They also 
include costs of demolishing structures. 


(c) Fixed assets and depreciation 


Fixed assets transferred free of charge from Canada on 
February 9, 1984 were recorded at their current value at the 
date of transfer, with the offset being credited to contributed 
surplus. Depreciation was calculated under the straight line 
method using a rate of 2.5% per annum based on the 
estimated useful life for the main structure of the building. 


These were retroceded free of charge to Canada on February 
27, 1986. The retrocession of these fixed assets was recorded 
at their net book value. 

(d) Sales of parts of the lands 


Sales of parts of the lands under the jurisdiction of the Cor- 
poration are recognized when title passes to buyers and the 
Corporation is entitled to receive the amount of the proceeds. 


3. Accounts receivable 
The accounts receivable include the following amounts: 


1988 1987 
$ $ 
Public services organization .............:cccceceenees 466,430 471,929 
(Oa vera ences tel emcees ceases atte Nba ee 228,011 215,608 
GCanadatPorts: Corporations tenon teeres cnr 175,000 
694,441 862,537 


The amount receivable from the public services organization is 
for specific work carried out by the Corporation during the year 
1982-83. The related cost is recoverable upon the signing of a 
protocol by the Corporation, the Canada Ports Corporation and 
the organization. The protocol, not yet signed, provides for the 
transfer of certain privileges from the Corporation and the 
Canada Ports Corporation. The work is completed for all practi- 
cal purposes. The Corporation has not yet decided to transfer the 
privileges requested by the organization. It is possible that the 
Corporation may not recover the related cost which would have to 
be accounted for as a capital expenditure. 


4. Due from (due to) Minister of Public Works 


1988 1987 
$ $ 


Balance at beginning of the year .............ce (281,857) (505,160) 
Net expenditures 0.2.02... cenceeecersetrces severe eterna 6,239,458 5,020,918 
5,957,601 4,515,758 
Less: funds drawn from Department of Public 
Works vote for Canada Lands 
Company (Vieux-Port de Québec) inc. 
VotesOnn LOS -88ine.e eee 5,124,000 
ViOters Sa OS O= Oi eres eeatee tear tees 437,000 4,514,000 


Vote MNP 85-8 Ource sce cate cee aes 283,615 
5,561,000 4,797,615 
Balanceatiendioitne Veale... ree eee 396,601 (281,857) 
5. Due to (from) Receiver General for Canada 
1988 1987 
$ $ 
Balance at beginning of the year ............:0ce 657,623 (120,465) 
Direct proceeds ssc cte. teens cent eee 2,299,679 778,088 
2,957,302 657,623 
Remittances to the Consolidated Revenue Fund 2,073,493 
Balance at endeotithe year sissevcen, seers rete 883,809 657,623 


6. Capital stock 


The Corporation is authorized to issue a single share, to be held | 
in trust for Her Majesty in Right of Canada and which may not 
be transferred without the consent of the Governor in Council. | 
The authorized share has been issued in consideration of services 
rendered. 


7. Public affairs and animation 


Animation expenditures include the payment of an operating 
grant of $214,765 and the reimbursement of operating expenses: 
amounting to $220,788 to a private sector organization respon- 
sible for the animation program on the site of the Vieux-Port de 
Québec for the summer of 1987 and also the payment of an oper- 
ating grant of $250,000 to this organization for the animation 
program on the site of the Vieux-Port de Québec for the summer 
of 1988. The animation program for the summer of 1986 was 
administered by the Corporation. 


oo 


. Operating grant related to the disposal of part of the lands 


On December 23, 1987, the Corporation transferred to the 
Canada Ports Corporation a certain part of the lands adminis- 
tered by the Corporation and, as compensation for future operat- 
ing deficits of the site transferred, has paid $1,423,000 as an oper- 
ating grant. 
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CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC.—Concluded 


NOTES TO THE FINANCIAL STATEMENTS 
AS AT MARCH 31, 1988—Concluded 


o 


Contingencies 


The Corporation and the corporation Québec 1534-1984 signed 
a protocol of general understanding determining the rights and 
obligations of each party for the staging in 1984 of a festive event 
and for the use of the site and of the equipment under the jurisdic- 
tion of the Corporation. Under the terms of the agreement, the 
Corporation has not granted the right to use the totality of the 
site, reserving for itself some premises that it might rent for com- 
mercial purposes. Leases were signed but, because of poor attend- 
ance, several were modified, cancelled or abandoned. The Corpo- 
ration has received claims arising from those leases and from 
other activities, for a total of approximately $4 million, and more 
may be received. Management is of the opinion that these claims 
will not result in any significant financial responsibility for the 
Corporation. 


. Management of the Corporation’s affairs 


The Governor in Council authorized the Minister of Public 
Works, by order dated May 26, 1988, to terminate the Agreement 
between the Corporation and Her Majesty in Right of Canada 
represented by the Minister of Public Works, whereby the Corpo- 
ration was given the responsibility for implementing the general 
development plan of the Vieux-Port de Québec. Since April Ist, 
1988, the management of the Corporation’s affairs is assumed by 
the Department of Public Works. 


a 
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SUMMARY PAGE 


CANADA MORTGAGE AND HOUSING CORPORATION 


MANDATE 


To promote the construction of new houses, the repair and modernization of existing houses and the improvement of 
housing and living conditions. 


BACKGROUND 


Established in 1946, the corporation acts as the government’s agent in the provision of grants, contributions and 
subsidies for the advancement of housing and community development. It conducts research and provides policy 
advice to government; it administers the Mortgage Insurance Fund, the prime purpose of which is to ensure an 
adequate supply of mortgage funds for housing, and it lends to groups and individuals for housing purposes and 
invests in housing-related projects. 


CORPORATION DATA 

HEAD OFFICE 682 Montreal Road 
Ottawa, Ontario 
K1A OP7 

STATUS —Schedule III, Part I 


APPROPRIATE MINISTER 


DEPARTMENT 


YEAR AND MEANS 


—an agent of Her Majesty, except when s.14 of its Act applies. 
The Honourable Stewart McInnes, P.C., M.P. 
Public Works 


1946; by the Central Mortgage and Housing Corporation Act 


OF INCORPORATION (R.S.C. 1985, c. C-7). 
CHIEF EXECUTIVE George D. Anderson 
OFFICER 

CHAIRMAN Robert E. Jarvis, Q.C. 
AUDITOR Deloitte Haskins & Sells 


FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


1987 1986 1985 1984 
(restated) 
At the end of the year 
FU RYEA [S SUS ee rake eeu cack SA RRR i Soc onsen ot cere ee eR TERT TES en 9,540 9,805 10,051 10,277 
Obligations toithe private SeClOl 6 x. <.nscctee ere ee eens nil nil nil nil 
Obligationsto Gana a 6p eskea tee eee conc reer O27 9,514 9,802 9,990 
Pauity of Canada erucec coa he eA ae ae. 50 50 50 50 
Cash from Canada in the year 
DUO SOCAL esos te cas as cenemaantetonennesnuensy Gane noueeresnnoumtange 1,473 | fae fo 1,656 1,728 


——NOM=DUCRELATY 25.0 seers an cect ae ees me oe 270 222 293 374 
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CANADA MORTGAGE AND HOUSING CORPORATION 


MANAGEMENT'S RESPONSIBILITY FOR 
FINANCIAL REPORTING 


The Management of the Corporation is responsible for establishing 
and maintaining a system of books, records, internal controls and man- 
agement practices to provide reasonable assurance that: reliable finan- 
cial information is produced; the assets of the Corporation are safe- 
guarded and controlled; the transactions of the Corporation are in 
accordance with the relevant legislation, regulations and by-laws of the 
Corporation; the resources of the Corporation are managed efficiently 
and economically and the operations of the Corporation are carried out 
effectively. 


Management is also responsible for the integrity and objectivity of 
the financial statements. The accompanying financial statements of 
the Corporation as at December 31, 1987 were prepared by Manage- 
ment in accordance with the accounting policies, consistently applied, 
as described in the notes to the financial statements. The financial 
information contained elsewhere in this Annual Report is consistent 
with that in the financial statements. 


The Board of Directors is responsible for ensuring that Management 
fulfills its responsibilities for financial reporting and internal control. 
The Board exercises its responsibilities through the Audit Committee 
which includes a majority of members who are not officers of the Cor- 


poration. The Committee meets from time to time with Management, 
internal audit staff and the independent external auditor to review the 
-manner in which these groups are performing their responsibilities and 
to discuss auditing, internal controls and other relevant financial mat- 


ters. The Audit Committee has reviewed the financial statements with 
the external auditor and has submitted its report to the Board of 
Directors. The Board of Directors has reviewed and approved the 
financial statements. 


The financial statements have been examined by the auditor, Robert 
D. Hepburn, C.A. of the firm Deloitte Haskins & Sells and his reports 
offer an independent opinion on the financial statements to the Minis- 


_ ter responsible for Canada Mortgage and Housing Corporation. 


G.D. Anderson 
President and Chief Executive Officer 


G.A. Duncan 
Senior Vice-President Corporate Resources 


FINANCIAL STATEMENTS 
DECEMBER 31, 1987 


Canada Mortgage and Housing Corporation was incorporated as a 
Crown Corporation by an Act of Parliament on January 1, 1946. Its 
activities are regulated by the National Housing Act, the Canada 
Mortgage and Housing Corporation Act and, in certain respects, the 
Financial Administration Act, and include: 


Corporate Account 


Financing housing and community improvement through the mak- 
ing of loans and investments under specific conditions at interest rates 
normally at market rates which are generally higher than the rates it 
pays on funds borrowed from the Government of Canada. 


Minister’s Account 


Making certain payments or incurring expenses in the process of 
delivering housing programs on behalf of the Government of Canada. 
These payments and expenses include grants, contributions, subsidies, 
loan forgiveness, losses on real estate, losses under federal-provincial 
agreements, interest rate losses, research and development, and speci- 
fied administrative costs. The funding for these activities is provided 
for in Main and Supplementary Estimates which are tabled in Parlia- 
ment. Parliamentary approval is by way of the Appropriations Act 
together with Statutory Authorities which authorize the responsible 
Minister to reimburse the Corporation for the specified payments and 
expenses for the fiscal year concerned. 


Funds Administered 


Administering certain Insurance and Guarantee Funds on behalf of 
the Government of Canada. The Mortgage Insurance Fund is the chief 
instrument for establishing a framework of confidence for mortgage 
lending by private institutions. This instrument facilitates an adequate 
supply of mortgage funds by reducing the risk to lenders and 
encouraging the secondary market trading of mortgages, and thereby 
increasing the access to housing by Canadians. 


90 PUBLIC ACCOUNTS, 1987-88 


CANADA MORTGAGE AND HOUSING CORPORATION—Continued 
CORPORATE ACCOUNT 
AUDITOR’S REPORT 


TO THE HONOURABLE STEWART D. MCINNES, P.C., M.P. 
MINISTER RESPONSIBLE FOR 
CANADA MORTGAGE AND HOUSING CORPORATION 


I have examined the balance sheet of Canada Mortgage and Hous- 
ing Corporation, Corporate Account as at December 31, 1987, and the 
statements of operations and reserve fund, and changes in financial 
position for the year then ended. My examination was made in accord- 
ance with generally accepted auditing standards and accordingly 
included such tests and procedures as I considered necessary in the cir- 
cumstances. 


In my opinion, these financial statements, present fairly the finan- 
cial position of the Corporation as at December 31, 1987, and the 
results of its operations and changes in its financial position for the 
year then ended in accordance with generally accepted accounting 
principles applied, except for the change in accounting for pension 
costs and obligations as explained in Note 2 to the financial state- 
ments, on a basis consistent with that of the preceding year. 


I further report that, in my opinion, the transactions of the Corpora- 
tion that have come to my notice during my examination of the finan- 
cial statements were, in all significant respects, in accordance with the 
Financial Administration Act and regulations, the Canada Mortgage 
and Housing Corporation Act, the National Housing Act, the by-laws 
of the Corporation and any directives given to the Corporation. 


Robert D. Hepburn, C.A. 
of the firm Deloitte Haskins & Sells 
Ottawa, Canada 
February 23, 1988 


CORPORATE ACCOUNT 


BALANCE SHEET AS AT DECEMBER 31, 1987 
(in thousands of dollars) 


ASSETS 1987 1986 LIABILITIES 1987 1986 
Loans and investments— Borrowings from the Gov- 
Schedule ernment of Canada ........ 9,270,625 9,513,779 
Market housing .............. 1,720,999 1,890,335 Cheques Issued in Excess 
Social housing................. 6,471,701 6,497,463 of Funds on Deposit ....... 111,883 149,998 
Housing suppott............. 1,277,165 9,469,865 1,352,168 9,739,966 Accounts Payable and 


Accrued Liabilities 
The Receiver General 


Accounts Receivable | 
TICUNT ict 33,033 26,301 for Canada a Sey es 41,291 30,472 | 
Other 10.920 43.953 11.587 37.888 Funds administered........ 13,565 3,675 | 

Def A I ee r. ayers | ——— , ——_— : Other cet: oe 525753" | 107/609) 57,308 91,448 
eferred Income Laxes ..... 6,147 7,691 9490.117 9.755.235 


Business Premises, Office | 
Furniture and Equip- CARITAL AND | 


Ment ywatcostwasee nes 42,173 39,030 RESERVEEUND | 
Accumulated deprecia- Capital | 
TION ene 26,999 15,174 24,309 14,721 Authorized and fully 
Other Assets .....c.cccsssecne 4,978 4,959 paid by the Govern- 
ment of Canada ......... 25,000 25,000 
Reserve'Fund-22-).c.. 25,000 50,000 25,000 50,000 
9,540,117 9,805,225 9,540,117 9,805,225 


See accompanying notes. 
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CANADA MORTGAGE AND HOUSING CORPORATION—Continued 
CORPORATE ACCOUNT 


STATEMENT OF OPERATIONS AND RESERVE FUND 


FOR THE YEAR ENDED DECEMBER 31, 1987 


(in thousands of dollars) 


Market Housing 
Interest earned................ 
Gain (Loss) on disposal 
of real estate ............... 


Interest expense.............. 
Social Housing 
Interest earned................ 
Gain on disposal of real 
estate se wee 


Interest expense.............. 


_ Housing Support 


interesteanned pesos es 
Gain on disposal of land 
assembly projects........ 
Gain (Loss) on disposal 
of real estate ............... 
Writedown of real 
estate gill PR it 


Interest expense.............. 


Other Interest Income ....... 


Margin on _ Financing 
Operations fe 
Services to Others .............. 


_ Administrative Expenses ... 


Income before Income 


INCEINCOM Coe eee ie, 


_ Reserve Fund, beginning 


OP year errr ee 


Transferred to the 
Receiver General for 


Reserve Fund, end of year. 


See accompanying notes. 


1987 


160,567 


3,519 


164,086 
146,524 


582,273 


2,811 


585,084 


549,892 


112,706 
32,241 


(1,322) 


(8,869) 


134,756 


103,881 


30,678 


1,544 


17,562 


35,192 


30,875 


5,443 


89,072 
2,387 


91,459 
24,201 


67,258 


BZ 222 


35,036 


25,000 


60,036 


35,036 


25,000 


1986 


176,772 


(27) 


176,745 
159,501 


585,456 


4,528 


589,984 
551,618 


122,141 
53) 


738 


132,414 
113,017 


24,343 


(492) 


17,244 


38,366 


19,397 


8,597 


83,604 
8,057 


91,661 
43,243 


48,418 


23,851 


24,567 


25,000 


49,567 


24,567 


25,000 
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CORPORATE ACCOUNT 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 


1987 1986 
Cash Generated by Operations 
Income before incOME taXES ..............ccccecseceesseseesereeeeee 67,258 48,418 
Add: net change in accrued interest ..............00.000000.. 813 5,520 
depreciation and amortization...................0..- 2,643 2,393 
writedown of real estate ...........cccecceseeeeeseereeeees 8,869 
79,583 56,331 
Repayments of loans and investments......................... 517,835 453,686 
Borrowings from the Government of Canada............. 269,900 222,100 
Increase in accounts payable to Funds administered. 9,890 2,789 
Others stern hector re eerie cme ae oats 2s 9,836 


877,208 744,742 


Cash Applied to Operations 


Additions to loans and investments ...................00000000 259,700 244,108 
Repayment of borrowings from the Government of 
Ganadaliwnrn’. m ber niene timmienamente tJ 1 erence, 510,771 468,606 
Increase in accounts receivable from the Minister..... 6,732 1353 
Paid to Receiver General for Canada 
——Federaliincome:taxesy..70708.0-2...00n 2h Jee 30,295 25,284 
—Excess in reserve fund ............00ccccscssesesscssseeeseees 24,567 33,895 
=— Others ee eee eae eae Meee eters 33 111 
Additions to business premises, office furniture and 
CQUIPMEN Cote creer eee ees 3,143 3,091 
CO 111) teeta en eters Come Nera ae ot es eS 3,852 
839,093 788,208 
Increase (Decrease) ini Cas hineeyene eee eee ee 38,115 (43,466) 


See accompanying notes. 


CORPORATE ACCOUNT 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987 


1. Significant Accounting Policies 


In the Corporate Account, the Corporation follows generally 
accepted accounting principles. The financial statements of the 
Mortgage Insurance Fund and the other Insurance and Guarantee 
Funds are not consolidated with these financial statements. The 
principal accounting policies followed by the Corporation are: 


(a) Loans 


Loans are capitalized as funds are advanced. Where loans 
contain forgiveness clauses, such forgiveness is recorded and 
recovered from the Minister when the loans are advanced. 
Loans under certain programs give rise to interest rate losses 
which are recoverable from the Minister. No provisions are 
made for possible losses on loans. Losses on insured loans are 
recoverable from the Mortgage Insurance Fund while prop- 
erty acquired upon default of uninsured loans is subject to 
loss recovery as described under Real Estate. Other losses on 
uninsured loans are recoverable from the Minister. 


(b) Federal-Provincial Agreements 


Loans and investments are made under various cost-sharing 
agreements with the provinces and territories to encourage 
development of rental housing, land assembly, co-operative 
housing, rural and native housing and housing rehabilitation. 
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CANADA MORTGAGE AND HOUSING CORPORATION—Continued 
CORPORATE ACCOUNT 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Continued 


Only the Corporation’s share of costs plus capitalized interest 
are reflected in these statements. The Corporation’s share of 
subsidies and losses related to these agreements are recovered 
from the Minister. Gains on the sale of land assembly are 
recognized as income in the Corporate Account. In account- 
ing for federal-provincial loans and investments, the Corpora- 
tion relies, in the majority of instances, on information pro- 
vided by the provinces and territories. 


(c) Real Estate 


Real estate includes vacant land and properties acquired 
directly by the Corporation, or through the Government of 
Canada at no cost, or through default on uninsured loans. All 
real estate is recorded at cost which includes acquisition costs 
and any modernization and improvement costs. 

Holding costs on real estate acquired directly by the Corpo- 
ration are capitalized up to appraised values after which the 
costs are expensed in the Corporate Account. Net gains and 
losses on the disposal of these properties are recorded in the 
Corporate Account. 

Holding costs on real estate acquired through the Govern- 
ment of Canada at no cost, or through default on uninsured 
loans, are capitalized. Net gains and losses on the disposal of 
these properties are paid to or recovered from the Minister. 
All net operating losses on real estate are recovered from the 
Minister. 


(d) Depreciation 


Depreciation of real estate is recorded on a straight line basis 
over the expected useful life of the properties. 

Depreciation on business premises, office furniture and 
equipment is recorded on a diminishing balance basis. 


(e) Pension Costs and Obligations 


The cost of pension benefits earned by employees is deter- 
mined using the projected benefit method prorated on service 
and is charged to administrative expense as services are ren- 
dered. This cost is actuarially computed using Management’s 
best estimate assumptions of the pension plan expected 
investment yields, salary escalations, mortality of members, 
terminations and the ages at which members will retire. 
Adjustments arising from plan amendments, experience gains 
and losses and changes in assumptions are amortized over the 
expected average remaining service life of the employee 
group. 
(f) Reserve Fund 


Income or loss after income taxes is transferred to the 
Reserve Fund which is limited by an Order-in-Council to $25 
million. Any excess over this amount is transferred to the 
credit of the Receiver General for Canada. 


(g) Interest Income and Expense 


Interest income and expense are accounted for on the accrual 
basis. 


. Change in Accounting Policy 


The Corporation has adopted the new recommendations of the 
Canadian Institute of Chartered Accountants on accounting for 
pension costs and obligations on a prospective basis effective 
January 1, 1987. 

Under this policy all adjustments arising from experience gains 
and losses, changes in assumptions and plan amendments are 


amortized over the expected average remaining service life of the 
employee group. Previously, the Corporation recognized such 
adjustments in the year in which they were determined by 
actuarial valuation. 

The net difference between the actuarially determined pension 
obligation at January 1, 1987 and the pension obligation previ- 
ously recognized is being amortized over the expected average 
remaining service life of the employee group. 

If this change had not been made, net income for the year 
would have increased by $1.3 million. 


. Borrowings from the Government of Canada 


The Corporation borrows from the Government of Canada 
under the provisions of Section 22 of the Canada Mortgage and 
Housing Corporation Act and Sections 40 and 55 of the National 
Housing Act to finance loans and investments. The borrowings 
are evidenced by debentures or other indebtedness, which bear 
interest at varying rates and are repayable over periods not in 
excess of 50 years. 


. Contingent Liabilities 


In the normal course of operations, the Corporation is subject 
to legal claims, the effect of which cannot be determined until 
they are settled. At December 31, 1987, most of the claims out- 
standing are not expected to have a result which would be signifi- 
cant in relation to the financial position of the Corporation. How- 
ever, during 1982 a large number of legal actions, which total 
approximately $48 million at December 31, 1987, were begun 
against the Corporation jointly with other parties claiming dam- 
ages arising from installation of urea formaldehyde foam insula- 
tion. The Corporation does not admit liability in these cases and, 
until the actions have been heard by the courts, it is impossible to 
determine if there is a potential liability in this respect and thus 
no provision for possible loss arising from these legal actions is 
included in these financial statements. Should costs arise as a 
result of these actions they would be expensed in the year when 
the costs are incurred. 


. Interest Loss Recoveries 


The Corporation was authorized by the Government of Canada 
to approve certain loans and investments at a negative interest 
margin and to recover this loss from the Government. The interest 
loss recovered is included in interest earnings. The recoveries by 
program are as follows: 


1987 1986 

(in millions 

of dollars) 

NT anketsELOusin Sa qee ener eee en ey eae Ante 64.6 63.8 
Socia MEOUSING Rasa. caste eee cae ieect concern ora ee 18.8 18.7 
FA GUSIN GSU PPOrt Resources cee ete cass eee tERoe i a2, 


. Services to Others 


The major components of services to others are inspections and 
administration of mortgages for third parties. 


. Pension Plan 


The Corporation maintains a compulsory contributory defined 
benefit pension plan for all regular employees who satisfy certain 
eligibility conditions. The plan provides pensions based on the 
highest annual average salaries of any six-year period multiplied 
by the number of years of credited service. 
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CORPORATE ACCOUNT 


CORPORATE ACCOUNT 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Concluded 


ile 


The Corporation’s funding policy is to contribute the amount 
required to provide for current benefits attributed to service and 
for unfunded pension plan liabilities over periods permitted by 
regulatory authorities. 

Based on the actuarial valuation prepared as of January 1, 1987 
using Management’s best estimate assumptions the status of the 
plan as at December 31, 1987 is as follows: 


(in millions 


of dollars) 
Projected value of accrued pension benefits .........0.0.00ccceeeee 377.3 
iINetiassetstavailablesor DenetltSun:: wnt 8 ee  cecys Mee Ae 370.2 
Wnfundedipensionsfund liabilityan tee te ee ees ea 7.1 
Amounts to be recovered from the Mortgage Insurance Fund 
ANG Ces VLINISLeteSvAN CCOUN tometer eraers nies iy esce secre rete 5.0 
COT POLALIOM STS NAC peercrr te tee ew eee oy A PR RCN Core eg 2.1 


The Corporation’s share of the unfunded liability is included in 
Accounts Payable—Other. 

The cost of pension benefits charged to administrative expense, 
including amounts paid to government pension plans, current ser- 
vice costs and amortization of the difference between the actuarial 
obligation at January 1, 1987 and that previously recognized was 
$9.9 million (1986—$9.0 million). 


. Administrative Expenses 


Total administrative expenses of the Corporation for the year 
ended December 31, 1987 amounted to $173.6 million (1986— 
$178.5 million). These administrative expenses have been 
allocated to the Corporate Account, Minister’s Account and 
Funds Administered. 


. Commitments for Loans and Investments 


Commitments outstanding for loans and investments amounted 
to $405 million at December 31, 1987 (1986—$435 million). 


. Commitments for Leases 


Minimum future commitments for buildings under long-term 
leases for the next five years will approximate $10 million per 
annum. 


Comparative Figures 


The 1986 comparative figures have been reclassified to conform 
to the 1987 statement presentation. 


SCHEDULE OF LOANS AND INVESTMENTS 
DECEMBER 31, 1987 
(in thousands of dollars) 


Market Housing 
[Gans - eRe ee eee) eer Sere ee) 


COANS eee ee ee ee eee ee 


Real estate 
Investments in housing projects ................005 
| BY 1(< Pe oe elem eh ie ID pry cape eee 


LOANS eee et ee ee Te 


TEQAaTS Hath, ete ete te ER LS Ae A at, Si 


Real estate 
Investments in housing projects... 
NEY (olla etek Wea 8 oe 9 Re ere oa eet eee eee 


LGaNSnoto ee te ar eee eee 


TE OATS ee ee te ee cen ener 


1987 


1,650,826 


53,476 


16,697 
16,697 
1,720,999 


2,367,601 


2,698,997 
1,385,694 


4,084,691 


18,242 
1,167 


19,409 
6,471,701 


1,167,027 


64,788 
35,639 


100,427 


Salah 
1,277,165 
9,469,865 


93 


1986 


1,813,615 
61,155 


1,314 
14,251 


15,565 
1,890,335 


2,432,853 


2,707,817 
1,322,964 


4,030,781 


32,660 
1,169 


33,829 
6,497,463 


1,247,728 


49,873 
34,719 


84,592 


19,848 
1,352,168 
9,739,966 
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CANADA MORTGAGE AND HOUSING CORPORATION—Continued 
MINISTER’S ACCOUNT 


NOTES TO FINANCIAL STATEMENT 
DECEMBER 31, 1987 


MINISTER’S ACCOUNT 
AUDITOR’S REPORT 


TO THE HONOURABLE STEWART D. MCINNES, P.C., M.P. 
MINISTER RESPONSIBLE FOR 
CANADA MORTGAGE AND HOUSING CORPORATION 


I have examined the Canada Mortgage and Housing Corporation, 
Minister’s Account—Statement of Expenditures and Recoveries for 
the year ended December 31, 1987. My examination was made in 
accordance with generally accepted auditing standards and accord- 
ingly included such tests and procedures as I considered necessary in 
the circumstances. 


In my opinion, this financial statement presents fairly the expendi- 
tures for and recoveries from the Minister for the year then ended in 
accordance with the accounting policy described in Note 1 to this 
financial statement applied on a basis consistent with that of the 
preceding year. 


I further report that, in my opinion, the transactions in the 
Minister’s Account that have come to my notice during my examina- 
tion of the financial statement were, in all significant respects, in 
accordance with the Financial Administration Act and regulations, the 
Canada Mortgage and Housing Corporation Act, the National Hous- 
ing Act, the by-laws of the Corporation and any directives given to the 
Corporation. 


Robert D. Hepburn, C.A. 
of the firm Deloitte Haskins & Sells 
Ottawa, Canada 
February 23, 1988 


MINISTER’S ACCOUNT 


STATEMENT OF EXPENDITURES AND RECOVERIES 
YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 


1987 1986 


Expenditures 


Market Hovsing.)926.. 20) ck coe ot eee USS 62,990 
Social Housin gees. a tea tioe fed oes, Pree een 1,309,299 1,228,578 
Housing: Supportive wars: 0 eee eee ee eee ee 9,646 13,974 
AGMinistrativese.XDenSeS eet eee eee 83,357 62,622 
sO lathe eee erer eS 2a) kt Waa ad tame nee I, 1,479,657 1,368,164 
Accounts Receivable from the Minister, beginning of 
VCO Te rere re ere HR Be Are eee, be ere 26,301 13,188 
1,505,958 1,381,352 
Recoveries e, 3s ter ee eaten cate recat aS kc 1,472,925 1,355,051 
Accounts Receivable from the Minister, end of year..... 33,033 26,301 


See accompanying notes. 


1. Significant Accounting Policy 


Expenditures made on behalf of the Minister responsible for the 
Corporation are recorded as recoverable when disbursed. No 
accruals are made at December 31, 1987 in this account. The 
year-end for the Government of Canada is March 31, 1988, at 
which time accruals will be recorded in accordance with Treasury 
Board Guidelines and reported in the Public Accounts of Canada. 


2. Contingent Liabilities 


In the normal course of operations, the Corporation is subject 
to legal claims, the effect of which cannot be determined until 
they are settled. During 1982, a large number of legal actions, 
which total approximately $48 million at December 31, 1987, 
were begun against the Corporation jointly with other parties 
claiming damages arising from installation of urea formaldehyde 
foam insulation. The Corporation does not admit liability in this 
respect and it is unclear whether costs, if any, arising from these 
actions could be charged to the Government of Canada. Thus, no 
provision for possible loss arising from these legal actions is 
included in the accompanying statement of account. Should costs 
arise as a result of these actions they would be expensed in the 
year when the costs are incurred. 


3. Administrative Expenses 


The administrative expenses charged to the Minister by the 
Corporation for the year ended December 31, 1987 amounted to 
$83.4 million (1986—$62.6 million). 


FUNDS ADMINISTERED 
AUDITOR’S REPORT 


TO THE HONOURABLE STEWART D. MCINNES, P.C., M.P. 
MINISTER RESPONSIBLE FOR 
CANADA MORTGAGE AND HOUSING CORPORATION 


I have examined the balance sheets of the Funds Administered by 
Canada Mortgage and Housing Corporation: Mortgage Insurance 
Fund, Home Improvement Loan Insurance Fund and Rental Guaran- 
tee Fund as at December 31, 1987, and the related statements of oper- 
ations and deficit or surplus, and of changes in financial position for 
the year then ended. My examination was made in accordance with 
generally accepted auditing standards, and accordingly included such 
tests and procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements, present fairly the finan- 
cial position of these funds as at December 31, 1987, and the results of 
operations and changes in financial position for the year then ended in 
accordance with generally accepted accounting principles 
applied,except for the change in accounting as explained in Note 2 to 
the financial statements, on a basis consistent with that of the preced- 
ing year. 


I further report that, in my opinion, the transactions that have come 
to my notice during my examination of these financial statements 
were, in all significant respects, in accordance with the Financial 
Administration Act and regulations, the Canada Mortgage and Hous- 
ing Corporation Act, the National Housing Act, the by-laws of the 
Corporation and any directives given to the Corporation. 


Robert D. Hepburn, C.A. 
of the firm Deloitte Haskins & Sells 
Ottawa, Canada 
February 23, 1988 


See accompanying notes. 
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FUNDS ADMINISTERED 
MORTGAGE INSURANCE FUND 
BALANCE SHEET AS AT DECEMBER 31, 1987 
(in thousands of dollars) 
ASSETS 1987 1986 LIABILITIES 1987 1986 
Accounts Receivable Accounts Payable and Accrued Liabilities ..........0.......... 11,128 11,188 
Canada Mortgage and Provisionformllossioni@ alms ere 170,047 263,192 
Housing Corporation... 13,413 3,553 WnearnediPremiumisees es eee eee ee 456,450 395,587 
Other wenese: sheen 7,847 21,260 5,547 9,100 Premium) Deficiency=..cree terre eee eee 190,767 262,043 
Investments in Securities... 304,282 141,187 828,392 932,010 
INTOTL SA SCS eee reat cusses 72,226 79,298 Deficiterrre ee ere ee, eee ee 258,510 433,283 
Real Estate, at cost............. 347,825 465,563 
Provision for revaluation 175,711 172,114 196,421 269,142 
569,882 498,727 569,882 498,727 
See accompanying notes. 
FUNDS ADMINISTERED FUNDS ADMINISTERED 
MORTGAGE INSURANCE FUND MORTGAGE INSURANCE FUND 
STATEMENT OF OPERATIONS AND DEFICIT STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1987 YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) (in thousands of dollars) 
1987 1986 1987 1986 
Revenue Cash Generated by Operations 
MEE ATCC PLeMUINSe tere eke ee ce er etnies: 103,075 81,663 PREMIUMS kre eerie bei Aer 163,938 156,821 
JaNV 0) 0) CSEEN§ (0) 21H (SRN enc os RO 20,869 25,135 Applicationifeesiey terete eee eens: 20,869 25135 
LER CS teres ete reser Cece ncn SOR 28,034 12,643 Interéstreceived #4 neat. Meet weet tee 25,046 12,109 
151,978 119,441 Glaimisipaid serra ccs Saree ee eee ee (175,892) (213,535) 
Proceeds from real estate salés...0.....00.5..0....c-2---- 198,750 212,485 
Expenses a NE COSIS Se nee eee Seg t: Seige 
INSUTANCe ISSUANCE serene een ee ae ee ee eae 40,537 39,913 gE OARS RAE OY BRR RE: : - 
Loss on claims Gages Aft she a bel of 2 aire 7,944 86,939 172,955 151,292 
48,481 126,852 Cash Applied to Investment Activities 
WA djustment to Premium Deficiency -ccec:scacmeccoesonooein (71,276) (54,067) Investmentunjsecuritiesimee en see ners ce ee (163,095) (141,187) 
mincome before Recovery/of LOSS€S...i...c-cccscceceesss-esree-s 174,773 46,656 ; ; ' pert (193,099) A bie2) 
BR ECOVELYOSMLOSSES mere meent ee terete 248,000 Cash Applied to Financing Activities 
Ricco meaner aeenmntaaat Palio. Aide ance 174,773. 294,656 El en ae the Government of Canada ..... est 
elicit beginninpionyeaker we cee eres ee 433,283 727,939 PPB etek aes ret ceaer nares . 
Ecistendoivart 258,510 433,283 G30) 
Increase in Accounts Receivable from Canada 
See accompanying notes. Mortgage and Housing Corporation .................... 9,860 2,605 
See accompanying notes. 
FUNDS ADMINISTERED 
| HOME IMPROVEMENT LOAN INSURANCE FUND 
BALANCE SHEET AS AT DECEMBER 31, 1987 
(in thousands of dollars) 
ASSETS 1987 1986 SURPLUS 1987 1986 
cash and Investmentin Securities? /.;..22), docs aiseattesctteeretestecs 940 1,318 Surpls cc) eh ct tegusiecag var itennnbaircnnc tee 946 1,339 
_ Accounts Receivable from Canada Mortgage and Housing 
i COLPOL ALON ara ceecasyaccsoue rages sols donates stuns spac svsnma ceeesscavevsaberisveswcctes 1 16 
MVOTiga 96S eerie h sem Snaacs ieee cari th OES ce NN ES 5 5 
946 1,339 946 1,339 
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FUNDS ADMINISTERED 
HOME IMPROVEMENT LOAN INSURANCE FUND 


STATEMENT OF OPERATIONS AND SURPLUS 
YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 


1987 


Revenue 


Expenses 
Claimsiandiadministrative charoeswer eee eee 21 


INC ETI TICORTIC eee eee eee oe nee re CN TOO cc eee ee 107 
Surplusybeginningso! veateerersttece rt eee eee 1,339 
Assets returned to the Government of Canada ...................0.006. 500 


Surplus; éndlofiyeat:. 2238... 29 en See eee Pete ees 946 


See accompanying notes. 


FUNDS ADMINISTERED 
RENTAL GUARANTEE FUND 


BALANCE SHEET AS AT DECEMBER 31, 1987 
(in thousands of dollars) 


ASSETS 1987 1986 


Cash and Investment in 
Secunities......40e-e eae 2,782 
Accounts Receivable from 
Canada Mortgage and 
Housing Corporation...... 151 
Real Estate, at cost............. 11,491 11,457 
Provision for loss............. 3,791 7,700 SOU, 


10,633 


See accompanying notes. 


FUNDS ADMINISTERED 
RENTAL GUARANTEE FUND 


STATEMENT OF OPERATIONS AND SURPLUS 
YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 


1987 


Revenue 


Expenses 
Provisionfor loss on real estate .......c-cecpssecscsecsssscaccassesescresveae 34 


ING Come sarge eee ite eee lets et ee en 891 
SUrpluss|DeeinnINg Ol Vedra er se acta cotter nro 11,224 
Assets returned to the Government of Canada...............0.0000... 1,500 


Surpluspendiotiyear hse c ct ees uae ee eee 10,615 


See accompanying notes. 


1986 


3,514 


106 


7,700 


11,320 


1986 


305 
493 


798 
571 
227 
10,997 


11,224 


LIABILITIES 1987 1986 
A cemuediisia Bilitiesweree tees cecrtort veccscccstveerccrc varie een erers 18 96 
Surplusts fs ss:25 See eee rcasicc ieee eens Pe a eee 10,615 11,224 


10,633 11,320 


FUNDS ADMINISTERED 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987 


1. Significant Accounting Policies 


The principal accounting policies followed by the Corporation 
in administering the Insurance and Guarantee Funds on behalf of 
the Government of Canada are: 


(a) Premiums 


Premiums are deferred and are taken into income over the 
life of the related policies. Premiums earned in a year reflect 
the amount of risk in that year as determined by the valua- 
tion actuary. The determination is based upon factors pre- 
scribed by the Department of Insurance Canada. 


(b) Application Fees 


Application fees for insurance are recognized as income when 
received. 
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CANADA MORTGAGE AND HOUSING CORPORATION—Concluded 
FUNDS ADMINISTERED 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Concluded 


(c) Issuance Costs 
Issuance costs are expensed as incurred. 


If this change had not been made, administrative expenses 
charged to the Mortgage Insurance Fund would have decreased 
by $2.1 million. 


(d) Premium Deficiency ‘ 
; } 3. Borrowings from the Government of Canada—Mortgage Insur- 
Annually, the Corporation compares the amount of its aaceimand 
unearned premiums by line of business to the discounted : 
costs of claims that have not yet occurred on insurance poli- The Corporation may borrow from the Government of Canada, 
cies in force. Whenever it is determined that the unearned on behalf of the Fund, under provisions of Section 9 of the 
premiums on a line of business are inadequate to meet the National Housing Act in order to meet the Fund s obligations. 
expected net costs of future claims, a premium deficiency is Borrowing arrangements pursuant to an Order-in-Council dated 
established. The premium deficiency is taken into income on August 8, 1984 authorize interest free borrowings secured by pro- 
the same basis as the related unearned premiums. missory notes due on demand to a maximum of $400 million. 
(ec) Real Estate 4. Actuarial Valuation—Mortgage Insurance Fund 
Real estate acquired upon the payment of a claim resulting At September 30, 1987, an actuarial study of the Fund under- 
from a loan default is valued at net realizable value. Cost is taken by the Corporation during the year disclosed that the Fund 
comprised of the unpaid loan balance plus interest accrued to continues to be insufficient to pay all future claims in respect of 
the date of acquisition together with acquisition and capital business in force. The deficit as at September 30, 1987 was 
improvement expenditures. Net realizable value is calculated estimated to be $251.7 million (September 30, 1986—$454.3 mil- 
as the current appraised value of the property, as determined lion). 
by the Corporation, less the discounted value of estimated 5. Recovery of Losses—Mortgage Insurance Fund 
holding and disposal costs. Depreciation is not recorded on : : : , 
thevealestate The Corporation has received partial reimbursement for losses 
; on the Assisted Home Ownership and Assisted Rental Programs. 
(f) Provision for Loss on Claims The Corporation continues to pursue with the Government of 
This provision represents the estimated loss on claims in pro- Canada avenues for eliminating the remaining losses. 
oe is sel aah ater ae a ieee where 6. Insurance in Force—Mortgage Insurance Fund 
ti ey mee eee or Ste ee ttce titel attr At December 31, 1987, the insurance policies in force totalled 
y P ; approximately $41.7 billion (1986—$39.3 billion). 
(g) Interest Income and Expense 


Interest income and expense are recorded on the accrual 
basis. 


(h) Mortgages 
Mortgages are shown net of a provision for losses. 


(i) Income Tax 


The Insurance and Guarantee Funds are not subject to the 
provisions of the Income Tax Act, Canada. 


. Change in Accounting Policy—Mortgage Insurance Fund 


The Corporation has adopted the new recommendations of the 
Canadian Institute of Chartered Accountants on accounting for 
pension costs and obligations on a prospective basis effective 
January 1, 1987. 

Under this policy all adjustments arising from experience gains 
and losses, changes in assumptions and plan amendments are 
amortized over the expected average remaining service life of the 
employee group. Previously, the Corporation recognized such 
adjustments in the year in which they were determined by 
actuarial valuation. 

The net difference between the actuarially determined pension 
obligation at January 1, 1987 and the pension obligation previ- 
ously recognized is being amortized over the expected average 
remaining service life of the employee group. 


10. 


. Mortgage-Backed Securities—Mortgage Insurance Fund 


This program, which commenced January 1, 1987, is accounted 
for and consolidated in the Mortgage Insurance Fund. Mortgage- 
Backed Securities underwritten in 1987 amounted to $456 mil- 
lion. Operations of this program resulted in a deficit of $413 thou- 
sand at December 31, 1987. 


. Home Improvement Loan Insurance and Rental Guarantee Funds 


The Home Improvement Loan Insurance and Rental Guaran- 
tee Programs are no longer active. 


. Administrative Expenses—Funds Administered 


The administrative expenses allocated to the Funds by the Cor- 
poration for the year ended December 31, 1987 amounted to 
$66.0 million (1986—$67.3 million). 


Comparative Figures 


The 1986 comparative figures have been reclassified to conform 
to the 1987 statement presentation. 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC. 


MANDATE 


To construct in the National Capital Region the National Gallery of Canada, the Canadian Museum of Civilization, 
(formerly called The National Museum of Man) and any other museum as the Governor in Council may direct. 


BACKGROUND 


The new National Gallery came into public use in June 1988. The Museum of Civilization is scheduled for 
completion in 1989. To March 31, 1988, the government had allocated a total of $409.0 million for these construction 
projects for the period to March 31, 1990. Some of this money will be disbursed by other agencies (National 
Museums of Canada, National Capital Commission and the Department of Public Works). Unless the Governor-in- 
Council directs otherwise, the corporation shall be wound up after these projects have been completed. 


CORPORATION DATA 
HEAD OFFICE 55 Murray Street 
P.O. Box 395, Station A 
Ottawa, Ontario 
KIN 5M3 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 
DEPARTMENT Public Works 
YEAR AND MEANS 1982; by letters patent (No. 0132114) under the Canada Business 
OF INCORPORATION Corporations Act. 
CHAIRMAN AND CHIEF Robert Giroux 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 
At the end of the period 


PPOta ICA SSCS nartonngcrnre create ren i iecunei seen, icc, ON eee ame 249.9 17322 100.3 50.1 

Obligations to! the private-sector «........-.4 hee a nil nil nil nil 

Obications (0 Canada: coke n emer isG acs ciara ar ng eee: nil nil nil nil 

BaurtyioG Canad ates 525 lee ae ss acre ei a Caen axe 226.1 157.4 S13 44.8 
Cash from Canada in the period 

EP DUC CIAT Yee ee eo ahr eC. Ms eee ee, 68.8 66.0 46.5 315 


== TIORCOUCSCLAL Yo. csixe. dees vacninas as arene nec ltt ae aR nil nil nil nil 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC. 


RESPONSIBILITY FOR FINANCIAL STATEMENTS 


The Board of Directors of the Canada Museums Construction Cor- 
poration Inc. is responsible for the financial statements and the integ- 
rity and objectivity of data contained therein. The financial statements 
have been prepared by management in accordance with generally 
accepted accounting principles and, where appropriate, include 
amounts based on management’s estimates and judgement. 


Management has developed and maintains books of account, 
records, financial and management controls and information systems. 
These are designed to provide reasonable assurance that assets are 
safeguarded and controlled and that transactions are in accordance 
with Part XII of the Financial Administration Act and regulations, 
and the articles and by-laws of the Corporation. 


The Board of Directors appoints the Audit Committee which is com- 
posed of three directors, two of whom are not employees of the Corpo- 
ration. The Audit Committee meets at least annually to review and 
advise the Board of Directors with respect to the financial statements 
and the auditor’s report thereon. The Audit Committee also oversees 
the internal audit activities of the Corporation and performs such other 
functions as are assigned to it. 


The Corporation’s external auditor, the Auditor General of Canada, 
examines the financial statements and reports to the Minister of Public 
Works who is responsible for the Canada Museums Construction Cor- 
poration Inc. 


R. Plourde 
Treasurer and Comptroller 


R.J. Giroux 
Chairman and Chief Executive Officer 


BALANCE SHEET AS AT MARCH 31, 1988 
(in thousands of dollars) 


AUDITOR’S REPORT 


THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Canada Museums Construc- 
tion Corporation Inc. as at March 31, 1988 and the statement of 
changes in financial position for the year then ended. My examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as I con- 
sidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, and the 
articles and by-laws of the Corporation. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 10, 1988 


ASSETS 1988 1987 

Cashes ere eee ee EL co PCR Rmrer ree), 0 2,843 1,011 
Short-termideposits 2a.) 2 .cc gets Nee meee 3,478 
JACCOUNTS LECELVAUIE brezt err ohare aioe nee IPP) $49 


Construction in progress (Schedule) ..............cceeeeeeee 239,784 168,138 


249,882 173,176 
Approved by the Board: 


R. J. GIROUX 
Chairman and Chief Executive Officer 


JEAN PIGOTT 
Director 


LIABILITIES 1988 1987 

Accounts payable and accrued liabilities 0.000.000. 14,281 7,776 

Contractors’ holdbacks payable...........ccccccceeseeeeeeeneeeees 9,504 8,053 
234) 85a, 529 

SHAREHOLDERS’ EQUITY 

Capitalistocki(INote)3) hese serere rey te cee see ee etre: 


226,097 157,347 
249,882 173,176 


Contributedicapital(INote’4) ieee re eee 


100 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC.—Continued 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1988 
(in thousands of dollars) 


1988 1987 
Operating activities 
A CCOUNTSIReCelV aller cr.vee meee ee ere ere er eres (6,706) (433) 
Construction in progress (Schedule) ...............:ccecccee (71,646) (72,181) 
Accounts payable and accrued liabilities ......0.0.0.00..0.0. 6,505 DPA 
Contractors; holdbacks payablemsseste rae eae 1,451 4,599 


Gashiusediinroperating activities 2 sierra: eran: rs 
Financing activities 


(70,396) (65,688) 


Contributedicapitall (Note) ieee tee ere 68,750 66,000 

Cash provided by financing activities .....0....0. cee 68,750 66,000 
Increase (GeCrease) INCAS Limes sneer errant eres (1,646) 312 
Cash and short-term deposits 

Beginningof yeataese nee ee ee ree. eee 4,489 4,177 

End of yearns ii0 cae. ree en scene te ne ee sents ee 2,843 4,489 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 


1. Authority and activities 


The Corporation was incorporated on June 21, 1982 under the 
Canada Business Corporations Act as an agent of Her Majesty 
pursuant to the Government Companies Operations Act, and was 
named as a parent Crown corporation on February 7, 1985 in 
Schedule C, Part I of the Financial Administration Act. Two- 
thirds of the capital stock is held by the Canada Lands Company 
Limited, also a parent Crown corporation. On May 16, 1985 one- 
third was transferred from the Minister of Communications to the 
Minister of Public Works, the Responsible Minister with whom 
the control of the Corporation lies. 


The business of the Corporation is limited to construction, in 
the National Capital Region, of buildings for the National Gal- 
lery of Canada (NGC), the Canadian Museum of Civilization 
(CMC) (previously known as National Museum of Man) and any 
other national museum which the Governor in Council may 
direct, including the acquisition, control, administration and dis- 
posal of land required for the construction. Unless otherwise 
directed by the Governor in Council, the Corporation shall be 
wound up after completion of the museum construction projects. 


(a) Funding 


In September 1981, the Government allocated $185 million 
for the two projects. This was revised in November 1983 to 
$191.45 million and subsequent additional increases were 
approved by Treasury Board as follows: 


October 1985 increase of $69.54 million 
January 1987 increase of $46.79 million 
July 1987 increase of $0.75 million 


e 
e 
e 
¢ November 1987 increase of $4.5 million 


(b 


(c 


) 


a 


bringing the total of funds allocated for construction of the 
museums to $313.03 million for the period to March 31, 
1990 as follows: 


NGC CMC Total 
(in millions of dollars) 


Construction: 2a ee see 117.84 149.28 267.12 
Architects and consultants.................0::0006 1318) PaN9ISSE 9133536 
131.65 168.83 300.48 
Administration expenses ............:cccccceceeee 628 O27 We ISS 
137.93 175.10 313.03 


In January 1987, Treasury Board approved the establishment 
of a special reserve of $142.8 million to provide the required 
funding to March 31, 1990 for all agencies (Department of 
Public Works, National Museums of Canada, National Capi- 
tal Commission and Canada Museums Construction Corpo- 
ration) involved in completing the Canadian Museum of 
Civilization. The reserve is to cover all incremental costs 
associated with completing the Museum, including construc- 
tion, fit-up, exhibit development and initial operating costs of 
the Museum. Treasury Board also approved a project level of 
$168.8 million to complete construction of the Museum. Any 
further cost increases are to be absorbed within the reserve 
and/or from approved funds within the portfolios of the Min- 
isters of Public Works and of Communications. 


Construction 


In February 1983, the Government approved the construc- 
tion sites and architects and, in November 1983 the building 
concepts, construction schedule, and funding requirements 
for each museum. No provision was made for the cost of the 
sites. Major portions of the sites for the two museums are 
federally owned with the legal title to the lands currently 
belonging to the National Capital Commission. In keeping 
with the intent of the projects, which includes the eventual 
transfer of the completed buildings to Her Majesty in right of 
Canada, the Commission disclaims title to the construction in 
progress. In June 1986 Governor in Council approval was 
obtained to transfer the lands owned by the Commission to 
the Department of Public Works through a land exchange. 
The transfer has been delayed pending the redrafting of the 
Order-in-Council in order to reflect certain changes to the 
legal descriptions of the sites. Negotiations by Public Works 
and the National Capital Commission to acquire parts of the 
sites that are not federally owned are underway. 


Authority for Canada Museum Construction Corporation to 
act as agent for National Museums of Canada 


On February 25, 1988, Treasury Board gave approval to 
amend the contract authority for NMC in Part II of the 
Treasury Board Contracts Directive to include the following: 
“The NMC may, without the approval of the Treasury 
Board, enter into or amend a competitive construction con- 
tract related to the fit-up requirements for integration into 
the base building for the Canadian Museum of Civilization 
and the National Gallery of Canada provided the total 
amount payable under each contract does not exceed $2.5 
million and any amendments thereof do not exceed $250,000. 
This authority is only valid for requirements where the 
CMCC is used as the contracting agent for the NMC.” 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC.—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Continued 


(d) Fit-up and Exhibit development 6. Contractual obligations 


On June 26, 1987, Treasury Board gave preliminary project 
approval for fit-up and exhibit development of the Canadian 
Museum of Civilization at an estimated cost of $75.3 million 
to March 31, 1990 and expenditure authority of $60 million. 
The Treasury Board has assigned responsibility for the fit-up 
and exhibition development to the National Museums of 
Canada (NMC), Canadian Museum of Civilization (CMC). 


An agreement in principle has been reached between NMC 
and CMCC for the Corporation to provide certain services 
related to the design, supply and installation of elements of 
the exhibition development and fit-up work in conjunction 
with the Department of Public Works. This service is being 
provided by the Corporation on a cost recovery basis. 


The Corporation is providing project management services on 
a cost recovery basis and is directing the work of the consult- 
ant designers and construction managers under an arrange- 
ment with the NMC for the NGC fit-up program. 


2. Significant accounting policies 


(a) Basis of accounting 


These financial statements account for the costs incurred by 
the Corporation in the construction of the museums. They do 
not account for costs incurred by the National Capital Com- 
mission for sites or by the National Museums of Canada for 
accommodation planning and fit-ups. 


(b 


~~ 


Capitalization 


All expenditures, including those for site evaluation, design, 
construction and administration, will be capitalized until the 
museums are completed. Interest, management fees and 
other income are credited to construction in progress. Costs 
are allocated directly to each museum when they can be 
specifically identified. All other costs are allocated equally to 
the two museums. 


. Capital stock 


The Corporation is authorized to issue three shares with a 
nominal value of $1 which shall not be transferred without the 
approval of the Governor in Council. 


. Contributed capital 


During the year funding of $68.75 million was provided 
through Vote 20 of the Department of Public Works for the 
expenditures of the Corporation (1987—$66 million, Vote 20 of 
the Department of Public Works). 


1988 1987 
(in thousands 
of dollars) 
OPEMIN SED ALAN CO weer er nee ee hres rey cers tee areas 157,347 91,347 
Bunds provided, during thepyear ...cc..1--..s.nee he eee one eacenese 68,750 66,000 
STGIN PAD ALAN COM ccc. c 3c, Serer ee cau neaeg eae ORO cas cee nnce 226,097 157,347 


. Pension plan 


The Corporation has instituted, with a private sector organiza- 
tion, a contributory pension plan covering all its regular 
employees. The employees and the Corporation contribute equally 
to the cost of the plan. The Corporation’s contributions represent 
its total liability and are recognized in the accounts on a current 
basis. Pension costs for the plan amounted to $78,392 for the year 
ended March 31, 1988 (1987—$69,850). 


As at March 31, 1988, commitments for construction and 
related costs amounted to approximately $43.7 million as follows: 
(in 
thousands 


of 
dollars) 


INationaliGallery of Canadatw: 6 ee en ee 7,598 
CanadianiMuseumiotiGivilizationtee se eee eee 36,088 


43,686 


. Lease commitment 


The Corporation has renewed its lease agreement until March 
31, 1989, for office space. Under the terms of the lease the Corpo- 
ration is responsible for payment of operating expenses and taxes 
to the lessor and the amount of future minimum annual rental 
payments for 1988-89 is $267,847. 


8. Contingencies and claims 


(a) Claims have been made against the Corporation totalling 
approximately $12 million for additional fees and other costs. 
The final outcome of these claims is not determinable and 
accordingly these items are not reflected in the accounts. Set- 
tlements, if any, resulting from the resolution of these claims 
will be accounted for in the year in which the settlements 
occur. 


The Corporation has given notice to its architects of possible 
claims under professional liability insurance policies. These 
claims are under review. To date no actions have been taken 
by its architects or insurers and no provision for amounts to 
be recovered has been made in the financial statements. 


(b) The City of Hull is seeking building permit fees from the 
Corporation in the amount between $480,000 and $720,000 
relating to the construction of Canadian Museum of Civiliza- 
tion. It is anticipated that payment for permit fees will be 
resolved on behalf of the Corporation by the Department of 
Public Works and accordingly no provision has been made in 
these financial statements. 


(c) As of March 31, 1988, grants in lieu of taxes for the sites and 
construction of the two Museums amounted to approximately 
$5.0 million. Management is of the opinion that the payment 
of grants in lieu of taxes, will be resolved on behalf of the 
Corporation by the Department of Public Works. Therefore, 
the Corporation has not recorded the liability nor the expense 
in its accounts. 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


9. Related party transactions 


(a) Under arrangements with the Department of Public Works, 
National Museums of Canada and National Capital Com- 
mission, the Corporation receives or provides various services. 


The following summarizes the transactions: 


Account Amount Amount 
receivable billed (received) 
(payable) to (from) paid 
March 31, _—_ during during 
1987 1988 1988 
(in thousands of dollars) 
Department of Pub- 
lic Works 
Technical and 
engineering 
support services (36) (251) 206 
Public utilities for 
NG CIP eee: 265 
National Museums 
of Canada 
Rideau Street 
Chapel in NGC 296 1,524 (665) 
Public space fit-up 
in NG Geren 3,681 (2,208) 
Imax/Omnimax 
Theatre in 
CMG). Rae 2 1,990 (205) 
Public space fit-up 
in\CMGee.cn 823 (39) 
National Capital 
Commission 
Landscaping of 
NGC and CMC 233 3,607 (2,305) 


SCHEDULE OF CONSTRUCTION IN PROGRESS 
FOR THE YEAR ENDED MARCH 31, 1988 
(in thousands of dollars) 


National Gallery of Canada 


Cumu- 
lative 
to 
March 31, 

1987 1988 

Site evaluation 3.3 ee ee 108 
Architects and consultants ................... 10,429 2,203 
Construction managefs ................0000 4,211 1,033 
Dandscaping’ arc nacec cerns tao 359 3,874 
Other construction Costs ............cccccc0 85,711 22,584 
100,818 29,694 
Administration (Note 10) ................... 53937 1,054 
106,755 30,748 
Less: funding by NCC for landscaping 233 2,518 
interest INCOME. een sees 977 238 
1,210 2,756 
105,545 27,992 


10. 


Account 
receivable 


(payable) 
March 31, 
1988 


(81) 
265 


1,155 


1,473 
11. 
1,785 


784 
V2, 


1,535 


(b) Under an agreement relating to landscaping of both 
museums with the National Capital Commission, the Corpo- 
ration is to be reimbursed for 65% of the expenditures 
incurred to a maximum of $7 million. 


Administration expenditures 


The Corporation incurred the following administration expendi- 
tures which have been allocated equally to each museum on the 
schedule of construction in progress: 


1988 1987 
(in thousands 
of dollars) 

Salaries:andiemployeeibenclitS oe cee ee eee 1,119 1,246 
Office-accommodation®e scr) ier ance rust eee ea as 348 702 
Technicaliandtengineering supportncan eee 251 108 
Professional and special Services.............c:cccccccessseeseseteeseenee 113 115 
Office furniture and equipment, net of proceeds from dis- 

POSAL Te Si rede ce eee ve erent. lava tegeten lapse 70 (7) 
Communications: winston cae ate cent reece 55 47 
Wravelianditransportationtec:. 0-25-27 eee ern 45 7251 
Utilities}: matenialland!supplics::-12 eee 35 44 
Public informationix-233...c.cccetene ee ere ree 31 19 
Rentalofiequipmien tix scree. ccs eeeeeee eeee eeree o>) 76 
OOD sede t acres ses cers ssc vce csae es Dave stasrer ee 17 nS 

2,109 2,386 


Comparative figures 


Certain comparative figures have been reclassified to conform 
to the current year presentation. 


Subsequent event 


The National Gallery of Canada was officially opened on May | 
21, 1988. 


Canadian Museum of Civilization Total 
Cumu- Cumu- Cumu- Cumu- Cumu- 
lative lative lative lative lative 
to to to to to 
March 31, March 31, March 31, March 3l, March 31, 
1988 1987 1988 1988 1987 1988 1988 
108 108 108 216 216 
12,632 14,871 4,053 18,924 25,300 6,256 31,556 
5,244 3,507 1,565 5,072 7,718 2,598 10,316 
4,233 1,675 1,675 359 5,549 5,908 
108,295 39,147 36,633 75,780 124,858 59,217 184,075 
130,512 57,633 43,926 101,559 158,451 73,620 232,071 
6,991 5,937 1,055 6,992 11,874 2,109 13,983 
137,503 63,570 44,981 108,551 170,325 75,729 246,054 
751 1,089 1,089 233 3,607 3,840 
1215 977 238 215 1,954 476 2,430 
3,966 977 1,327 2,304 2,187 4,083 6,270 
133,537 62,593 43,654 106,247 168,138 71,646 239,784 
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CANADA PORTS CORPORATION 


MANDATE 


Planning and coordinating the development of the 15 ports and harbours, previously administered by the National 
Harbours Board, to achieve the objectives of the national ports policy and support Canadian international trade 
objectives, as well as other social and economic objectives. The corporation is also responsible for the direct 
administration, management and control of the ports and harbours not granted local port corporation status. 


BACKGROUND 


The corporation was established in 1983 with responsibility for the 15 ports and harbours across Canada that 
previously fell under the jurisdiction of the National Harbours Board. Subsequently, local port corporations were 
established at Montreal and Vancouver (in July 1983), at Halifax, Quebec and Prince Rupert (in June 1984), at St. 
John’s (in June 1985), and at Saint John (in December 1986). These corporations are now operating with a high 
degree of local autonomy. 


CORPORATION DATA 


HEAD OFFICE 99 Metcalfe Street 
Ottawa, Ontario 
K1A ON6 

STATUS —Schedule III, Part II 


APPROPRIATE MINISTER 
DEPARTMENT 


YEAR AND MEANS 
OF INCORPORATION 


Hive ALC uUlIVE 
OFREICER 


CHAIRMAN 
AUDITOR 


—an agent of Her Majesty 
The Honourable Benoit Bouchard, P.C., M.P. 
Transport 


1983; pursuant to the National Harbours Board Act (R.S.C. 1970, 
N-8, s. 3); reconstituted by the Canada Ports Corporation Act 
(R.S.C. 1985;¢.:C-9); 


Jean Michel Tessier 


The Honourable Ronald Huntington, P.C. 
Coopers & Lybrand 


FINANCIAL SUMMARY* (§$ million) The financial year is the calendar year. 


_ At the end of the year 


Ot IN GROSS testocs cskouin rani tn cake 
Obligations to the private sector 
Obligations tO: Canada . sssiacecc ics sncnd 
Bimishy omeanada ss eerie ie ccs 


Cash from Canada in the year 


foe CTS OY Th dial oF aan A er I Pee 
—non-budgetary..............cccccceeecees 


1987 1986 1985 1984 
(restated) (restated) (restated) 

Fe eT ne ree 95.4 100.4 231.6 246.5 

estar Dus ete MaRS de Cam ee eh ceva nil nil nil nil 
Ie ectint tices deus 64% 19.5 85.0 85.1 

Fe Se er a a ee 88.7 O7s5 93.1 106.9 

a ieah em O RA acre NaidDac cece 251 13.0 14.1 35.0 

ee ee ee a nil nil 2.6 4.9 


* Assets and related liabilities of this corporation have been transferred to new local port corporations. 


** Tn 1987, $17.8 million loan principal owed to Canada was forgiven. That amount and related interest forgiven was 
added to the corporation’s contributed capital. 
*** Takes no account of payments to Canada: 1987, dividend, $1.0 million and, 1986, special contributions to 
Canada, $26.7 million. 
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CANADA PORTS CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE JOHN CROSBIE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of Canada Ports Corporation 
as at December 31, 1987 and the statements of income, surplus, con- 
tributed capital and changes in financial position for the year then 
ended. Our examination was made in accordance with generally 
accepted auditing standards and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1987 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with the 
Financial Administration Act and regulations, the Canada Ports Cor- 
poration Act and the by-laws of the Corporation. 


Coopers & Lybrand 
Chartered Accountants 
Ottawa, Canada 
February 19, 1988 


BALANCE SHEET AS AT DECEMBER 31, 1987 
(in thousands of dollars) 


ASSETS 1987 1986 
Current 
OLAS Ea th es Co ee ee eee etn Che ieMenr  y saiee eee” oe aes 351 225 
Investmientss(INote: ss semen een ee eee eee ee 26,715 27,864 
AcCcountsirecelva bl ena-re ee eee 2,303 D252, 
Ditesfromi@anad ay. ea ere eed see ae ee 1,940 458 
Materialsiandisupplics: sage cones eee tee reer nee 338 352 
31,647 31,151 
Investments: (NOtGS eee. deary eee cee es aes os 18,293 18,225 
Investment in Ridley Terminals Inc. (Note 4) .................0. 7,465 11,459 
Bixed assets (INOLEIG) eee cor steer eee errr ree ear 38,009 39,528 


95,414 100,363 


LIABILITIES 


Accounts payable and accrued liabilities (Note 7) 
Grants in lieu of municipal taxes 


Accrued employee benefits 
Loans from Canada (Note 8) 


EQUITY OF CANADA 


Contributed capital 
Contribution to Canada (Note 10) 


1987 


73,638 


15,087 
88,725 
95,414 
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1986 


6,158 
49] 


6,649 


1,303 
24,893 


26,196 


55,896 
(5,589) 
17,211 
67,518 


100,363 


On behalf of the Board: 


THE HONOURABLE A.R. HUNTINGTON 
Chairman 


JEAN MICHEL TESSIER 
President and Chief Executive Officer 
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CANADA PORTS CORPORATION—Continued 


STATEMENT OF INCOME 
FOR THE YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 


1987 
INCVENUCULON) OPELAtlONS wee cine e rae. eer treet tea 13,331 
Operating and administrative expenses—Net..............000006+ 10,677 
DAS] SYREYEY EM Tay Te cae ae ai i by i rare 2,822 
iSsrantsinuicwol municipal taxeSmews tte teste: 1,202 
14,701 
HNetLOSS {Om Opera tlOnse, seinem mine oes aers sens S aise (1,370) 
INVEStINEN’ INCOMEM nak. mame nics «ie e cir a eepe eee ae 4,368 
MTILET ESE CX PENSE: cechere tr eee SEI resscv sss coctn os; seeovazaresessetenacsers (123) 
Net income before the undernoted itemS..................cc00000 2,875 
Net loss of a port established as a local port corporation 
(Note -1i],) Barenseset cezscee seven, oenererren et searatine et us eem 
Share in loss of Ridley Terminals Inc. (Note 4) ................. (3,994) 
IN Ul OS Sitrscrtestrret eesti gene sess ss tues Seistubatsavceurencreateitasssecabedaceseevawts (1,119) 
STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 
1987 
Balance atpesinning OMmtneny Caner... een ener ete 55,896 
Contributed capital transferred to a local port corporation 
(INOtes)) iecren Sete ean Sree ee ae es, Mec 
Forgiveness of non-interest bearing loans and accrued 
interest: (INOLE'S)\.... wenesrtre cca sans rates seater ents tateees 23,331 
Contribution to Canada (Note 10)........0.ccccccececeseereeeeee (5,589) 
Balancemuenaomte Calera esenr eye rire een rate 73,638 
STATEMENT OF SURPLUS (DEFICIT) 
FOR THE YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 
1987 
Balance at beginning of the year 
AS PLeviOUusly meported meeg.creers- ceeds easy ee 16,889 
Adjustment of prior year’s share in loss of Ridley Ter- 
minais nce (INOte'4) Misicee sat. Se ae ee 322 
NS TCSCACCC Mer ee een ern en: ee eT ee een eee neem 17,211 
Deficit transferred to a local port corporation (Note 11)..... 
ING LLOSSRee eee etele cee rae teec coke Ee AiR enc tae tee Soe (1,119) 
Pividendito Canad arerss. ee. f200nl, Pete! Gee NS (1,005) 
Balancelatiend ofithetyean es \....1.).. 424. ee 15,087 


1986 


14,959 
11,510 
2,877 
1,255 
15,642 


(683) 
5,149 

(128) 
4,338 


(988) 


(5,090) 
(1,740) 


1986 


130,734 
(79,209) 
4,371 


55,896 


1986 


(57,966) 


322 
(57,644) 
76,595 

(1,740) 


Iisa 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 
eR TESTS ST UIEO ss, 
Operating Activities 
Netlossiie A ae Jee. cS ER ERs ee, 2 a (1,119) (1,740) 
Items not affecting cash 
DEPLECIAtiONe: wee meee mere eee Mn ere, 2,822 5,483 
Share in loss of Ridley Terminals Ine. ...........0.000.cc008 3,994 5,090 
Other Tet A es 8 eee rd SAD Mee 95 127 
Increase in operating components of working capital ...... (4,358) (2,727) 
Cash provided by operating activities 0.0.0.0... 1,434 6,233 
Financing Activities 
G@apital orants acres. erent errant eres cen eerecraiet octee 2,144 12,993 
Loans from! Canadar 23 ena ao ee sa ne tet (75) (5,524) 
Contribution to) Ganada ah Pee een eer (26,694) 
Dividendito)\Ganadagyiee tenes: gegen e sacetrye eet ee (1,005) 
Othergt Pale 2 AO, J were ete Ae tat 0k dea tees See (175) 
Cash provided (required) by financing activities .............. 1,064 (19,400) 
Investing Activities 
Additions:tosfixed assets: pst ees se eee ee ae Bol 16,379 
Proceeds on disposal of fixed assets............:cccccssceeseeeeeees 4 (187) 
Cash required by investing activities ...........:cccceeenerenees 3,521 16,192 
Decrease in cash and short-term investments ..................05- (1,023) (29,359) 


Cash and short-term investments at beginning of the year. 28,089 62,381 
Cash and short-term investments transferred to a local 
portucorporation\(NOtesll)) eames cs eee ttre ere (4,933) 


Cash and short-term investments at end of the year ............ 27,066 28,089 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987 


1. Canada Ports Corporation Act 


Canada Ports Corporation is established under the Canada 
Ports Corporation Act. The Act provides for the establishment of 
local port corporations to manage and operate selected ports. The 
Corporation is named in Part II of Schedule C of the Financial 
Administration Act and is exempt from income tax. 


2. Significant accounting policies 


(a) Financial statements 


The financial statements of the Corporation include the 
accounts of all the ports and other facilities under its 
administration. The activities of the local port corporations 
are excluded from the financial statements from the date of 
their establishment. 


(b) Investments 


The investments are shown at amortized cost whereby premi- 
ums or discounts from par value are amortized over the peri- 
ods to maturity. 


(c) Investment in Ridley Terminals Inc. 


The investment in Ridley Terminals Inc. is accounted for on 
the equity basis. 


(d) Fixed assets 


Fixed assets are recorded at cost except for those transferred 
to the Corporation from Canada, which are recorded at 
appraised or fair market value established at the time of 
transfer. Grants towards capital projects received from 
Canada and from third parties are deducted from the cost of 
the related fixed assets. 
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CANADA PORTS CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Continued 


Depreciation is calculated on the straight-line basis for the 
full year, commencing with the year the asset becomes opera- 
tional, using rates based on the estimated useful lives of the 
assets. 


(e) Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions 
represent the liability of the Corporation for pensions and are 
recognized in the accounts on a current basis. 


(f) Insurance 


The Corporation assumes substantially all risks against fire 
and general perils, as well as for workers’ compensation 
claims. Any costs arising from these risks are recorded in the 
accounts in the year they can be reasonably estimated. 


a 


(g) Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based on 
estimated municipal assessments adjusted in accordance with 
the Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Pub- 
lic Works Canada. Any adjustments upon finalization are 
reflected in the accounts in the year of settlement. 


(h) Employee benefits 


The Corporation accrues in its accounts, annually, the 
estimated liabilities for severance pay, annual leave, sick 
leave and overtime compensatory leave, which are payable to 
its employees in subsequent years under its collective agree- 
ments, or in accordance with its policy. 


. Investments 


Investments, which are direct and guaranteed securities of 
Canada, are shown at amortized cost. As at December 31, 1987, 
and 1986, the market value of the current investments approxi- 
mates their amortized cost. At December 31, 1987, the market 
value of the long-term investments is $20,248,000 ($22,050,000 in 
1986). 


. Investment in Ridley Terminals Inc. 


Ridley Terminals Inc. (“RTI’’) was incorporated on December 
18, 1981, under the Canada Business Corporations Act for the 
purpose of constructing and operating coal terminal facilities on 
Ridley Island in Prince Rupert, British Columbia. RTI is exempt 
from income taxes. 

RTI’s throughput revenue is currently dependent upon the pro- 
duction of two coal producers. The coal producer who currently 
ships the larger tonnage through RTI’s facilities has entered into 
a price arbitration process with its customers. The results of this 
arbitration process could have a significant economic impact on 
the coal producer, which in turn could affect the relations of RTI 
with this customer. The current carrying value of RTI’s terminal 
facility is dependent on a viable level of coal throughput from its 
customers. 

At December 31, 1987, the Corporation had acquired, at a cost 
of $23,021,400, 90% of the issued common shares ($900) and 
100% of the Class A preference shares ($23,020,500) of RTI. As 
of that date, Fednav Limited had acquired, at a cost of 
$23,020,600, 10% of the issued common shares ($100) and 100% 
of the Class B preference shares ($23,020,500) of RTI. 
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The Corporation’s investment in RTI is accounted for on the 
equity basis. Application of this method in years in which RTI has 
a deficit requires that the Corporation recognize a share of the 
results of operations of RTI equal to its participation in the total 
equity of RTI which, at December 31, 1987, was 50%. In years in 
which RTI has retained earnings, the Corporation’s share of the 
results of operations will be proportionate to its shareholding in 
common shares, after recognizing the dividend requirements of 
the two classes of preference shares. 

During the year, RTI has negotiated a reduction of $644,000 in 
the property tax assessments for 1985. The Corporation’s deficit 
balance at January 1, 1986, has been adjusted accordingly by 
$322,000 representing the Corporation’s 50% share of the amount 
received. 


The investment in Ridley Terminals Inc. is composed of: 


1987 1986 
~~ (inthousands 
of dollars) 
Balance at beginning of the year ...............cceeeeeees 11,459 16,549 
Share:in loss...) ese eis ce eee ee eee (3,994) (5,090) 
Balance/at-endiofathetyeatwec.seer ee ee 7,465 11,459 


A summary of the balance sheet of RTI as at December 31, 
1987 as reported in its audited financial statements shows: 


1987 1986 
(in thousands 
of dollars) 
Assets 
Gurren tice ee ee eee eee tere 1,786 4,285 
Fixed ie Be ore. oe ris, seca nesie ae 219,245 224,792 
Other Aer cone wah eens weet ithe eee 75 83 


221,106 229,160 


Liabilities 
Current: 3.5 Bee Se ae 1,387 17225 
203,608 203,835 
204,995 205,060 
EQuit yes rare ee 16,111 24,100 
221,106 229,160 


RTI has two long-term financing agreements with a major 
Canadian bank as follows: 


(a) A construction credit loan agreement which is guaranteed 
unconditionally by Canada and is further secured by a 
$250,000,000 subordinate fixed and floating charge collat- 
eral demand debenture. On July 1, 1985, all borrowings con- 
verted to a fifteen year term loan with specified semi-annual 
repayments commencing July 31, 1991 through January 31, 
2000. Interest on any bank loan is at the bank’s prime rate, 
payable monthly. The Bankers’ Acceptance fee is currently 
’% per annum. 


(b) A revolving credit loan agreement which provides an 
$80,000,000 credit facility for advances on a revolving basis 
until June 30, 1989 at which time all borrowings will convert 
to a term loan repayable in specified semi-annual instalments 
commencing July 31, 1989 through January 31, 1992. Inter- 
est on the bank loans is at the bank’s prime rate plus 4% per 
annum, payable monthly. The Bankers’ Acceptance fee is 
currently 4% per annum. 
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CANADA PORTS CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Continued 


This agreement is secured by a $350,000,000 first fixed and 5. Debentures of Saint John Harbour Bridge Authority 


floating charge collateral demand debenture with the termi- 
nal facility as security and an assignment of the lease from 
the Prince Rupert Port Corporation. 


As at December 31, 1987, drawings under these agreements 
were as follows: 


1987 1986 
(in thousands 
of dollars) 
(a) Construction credit loan agreement 
Bankers’ acceptances, net of unamortized 
INLETESECHALCCS hee eee ene ncn wae 198,625 197,940 
(b) Revolving credit loan agreement— 
BANK OANS petesectreeerce eee cuiereear hens 1,000 1,900 
Bankers’ acceptances, net of unamortized 
interest: charlesve-erese.ees tse ey 3,983 3,995 
4,983 5,895 


203,608 203,835 


Based on the amounts borrowed under the credit facilities as at 
December 31, 1987, annual principal repayments over the next 
five years amount to $625,000 in 1989, $1,625,000 in 1990, 
$6,862,500 in 1991 and $10,850,000 in 1992. 


The Class A preference shares carry a fixed cumulative divi- 
dend at a rate of 18% per annum on their stated value. The Class 
B preference shares carry a fixed cumulative dividend at a rate 
sufficient to net 20% after tax per annum on their stated value. 
The annual dividend of 20% on the Class B preference shares is a 
net sum after deducting an amount equal to the prevailing aggre- 
gate federal and provincial corporate income and profits taxes 
applicable to the dividend. 


Holders of the Class A and B preference shares are entitled to 
interest at the respective dividend rates in the event that dividends 
accrued are not paid. Unpaid interest compounds annually at the 
same respective rates. Interest has accrued since April 30, 1982. 
The preference shares are redeemable at any time at their stated 
value plus accrued dividends and unpaid interest thereon. Prefer- 
ence dividends and related interest in arrears at December 31, 
1987, calculated at tax rates prevailing as at that date with 
respect to the Class B shares amount to: 


1987 1986 
(in thousands 
of dollars) 
Class A preference shares held by Canada Ports Corpo- 
UETLUTOY TN Se ae 5 Ss. soe ROR SCER Sy tte ee Ree ere SER eS Rec 27,835 19,745 
Class B preference shares held by Fednav Limited ........ 65,847 46,567 


93,682 66,312 


The results of operations of RTI for the year ended December 
31, 1987, in comparison with the year ended December 31, 1986, 
are as follows: 


1987 1986 
(in thousands 
of dollars) 
Revenie trom Opera tOnSscaer att tee eee eae eee anes 27,625 28,793 
Operating and administrative expenses ...................005. 11,736 12,408 
DEPROCIA OM center ce ctrtacc.ta er nse fee ee ey te 6,530 6,594 
IMLereSCiexpenSerreren eet .cekcccseds.e. area eens wees ok tee a APA Ts 17,348 19,971 
35,614 38,973 

NeWlossrenne ecco rcus stoner eects eer (7,989) (10,180) 


The Saint John Harbour Bridge Authority (“the Authority’’) is 
indebted in the amount of $14,041,000 (1986—$14,153,000) to 
the Corporation which in turn is indebted to Canada in the same 
amount, in accordance with the provisions of Vote L106B, Appro- 
priation Act No. 7, 1967, 1967-68, c. 8. The interest and repay- 
ment terms of the parliamentary advances to the Corporation are 
identical to those of the debentures of the Authority. Under the 
terms of the agreement between Canada and the Authority, 
Canada has, in effect, guaranteed the repayment of both principal 
and interest on the debentures. Accordingly, the debentures 
received have been offset against the advances and loans payable 
to Canada such that they are not reflected as an asset and a liabil- 
ity on the balance sheet. Interest income and expense of $964,000 
(1986—$971,000) have been similarly offset and do not appear in 
the statement of income. 

On July 9, 1981, Treasury Board agreed to the transfer of the 
responsibility for the administration of the indebtedness of the 
Authority as well as the equivalent loan payable to Canada from 
the accounts of the Corporation to those of Transport Canada. As 
at December 31, 1987, Transport Canada has not completed the 
transfer. 


6. Fixed assets 


(a) Summary 


1987 1986 
Accu- 
Depre- mulated 
ciation depre- 
rates Cost ciation Net Net 
% (in thousands of dollars) 
Wands... 4,419 4,419 5,591 
Dredging.......... 2.5-6.7 9,475 5,363 4,112 4,229 
Berthing struc- 
tures. 84s 2.5-10 34,261 16,258 18,003 17,293 
Buildings.......... 2.5-10 15,763 11,709 4,054 3,929 
Wtilitiessearern 3.3-10 2,741 1,210 1,531 1,602 
Roads and sur- 
faces; seats: 2.5-10 2,220 1,515 705 433 
Machinery and 
equipment.... 5-100 18,659 14,450 4,209 5,042 
Office furni- 
ture and 
equipment.... 20 2,590 2,270 320 412 
Works under 
construction . 656 656 997 


90,784 sy HS 38,009 39,528 
(b) Capital grants 


During the year, the Corporation received capital grants 
totalling $2,144,000 (1986—$12,993,000) towards the con- 
struction of capital projects. 


(c 


a 


Capital expenditure commitments 


Contractual obligations for the completion, construction and 
purchase of fixed assets are estimated at $476,000, of which 
most will be expended in the year ending December 31, 1988. 


7. Accounts payable and accrued liabilities 


Included in accounts payable and accrued liabilities are 
deferred revenues for $144,000 (1986—$192,000) and current 
portion of long-term liabilities for $75,000 (1986—$70,000). 
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CANADA PORTS CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Concluded 


8. 


Loans from Canada 
1987 1986 
(in thousands 
of dollars) 


Loans bearing interest at 6.44% and 9.09% repayable 
in blended annual instalments of principal and inter- 
est of $193,000 and maturing on December 31, 2000 1,562 1,632 


Lessscurrent portion fy.s pete heer eeetee ce meee: (75) (70) 
1,487 1,562 

Non-interest bearing loans with indefinite due date ...... 17,841 

Accrued interest on loans not due and payable .............. 5,490 


1,487 24,893 


During the year, the non-interest bearing loans and the related 
accrued interest in the amount of $23,331,000 were forgiven by 
Canada. This amount has been credited to Contributed Capital. 

In 1986, deferred interest of $4,371,000 on loans for the con- 
struction of terminal facilities at the Port of Saint John was for- 
given and was treated as Contributed Capital. 

Principal repayment requirements over the next five years 
amount to $75,000 in 1988, $81,000 in 1989, $87,000 in 1990, 
$93,000 in 1991 and $100,000 in 1992. 


. Contingencies 


Claims aggregating approximately $1,131,000 in respect of 
lawsuits, guarantees, employee agreements, damages allegedly 
suffered on the Corporation’s property and sundry other matters 
in dispute have been received by the Corporation but are not 
reflected in the accounts. In the opinion of the Corporation, the 
final outcome of such claims should not result in any material 
financial liability. 


. Contribution to Canada 


Payments from excess cash made in 1986 to Canada and 
treated as Contribution to Canada in the amount of $5,589,000 
have been reclassified to Contributed Capital. 


. Local port corporation 


At the closing of business on December 31, 1986, the Port of 
Saint John, New Brunswick was established as a local port corpo- 
ration under the name of Saint John Port Corporation. In accord- 
ance with the Canada Ports Corporation Act, the assets, liabilities 
and equity were transferred to Saint John Port Corporation on 
that date at their carrying value in the accounts of the Corpora- 
tion. 

The statement of income of the Corporation includes the results 
of operations of the Port of Saint John for the year ended Decem- 
ber 31, 1986. 
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SUMMARY PAGE 


CANADA POST CORPORATION 


MANDATE 


To operate a postal service on a self-sustaining financial basis while providing a standard of service that will meet the 
| needs of Canadians. 


| BACKGROUND 


The Canada Post Corporation Act requires the corporation to fulfill its mandate while “improving and extending its 
products and services,” having regard to “‘the need to conduct its operations on a self-sustaining financial basis.” The 
corporation is also called upon to manage its human resources “in a manner that will both attain the objects of the 
corporation and ensure the commitment and dedication of its employees.” Canada pays subsidies to the corporation 
in support of the publishing industry, for Northern parcel mails, parliamentary free mail, and blind persons’ free 
mail. The actual operating subsidy today is about | per cent of the corporation’s operating expenses. 


CORPORATION DATA 
| 
| HEAD OFFICE Sir Alexander Campbell Building 
Confederation Heights 
Ottawa, Ontario 
KIA OBI 
STATUS — Schedule III, Part I 


— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Harvie Andre, P.C., M.P. 


DEPARTMENT Consumer and Corporate Affairs 


|} YEAR AND MEANS 
/OF INCORPORATION 


| CHIEF EXECUTIVE 
| OFFICER 


CHAIRMAN 
AUDITOR 


At the end of the period 


PN OUAIEA SSOUS @ earn, ete eemrsns sea 
Obligations to the private sector 
Obivations t0 Canada os ne... css 
Barty ob Ganada: .....cccetesc Gee 
Cash from Canada in the period 

eons DUO RLATY ein: <c. cciivadee ie tene ici 
== NON-DUASELALY "<.....se ees onc 


1981; by the Canada Post Corporation Act (R.S.C. 1985, c. C-10), 
proclaimed October 16, 1981. 


Donald H. Lander 


Sylvain Cloutier 


Maheu Noiseux and the Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 


I Lat der) AH OE 2,574 2,629 2,451 2510 
Fee ie tA as EN nil nil nil nil 
Peat the oy ee eae te 5 nil nil nil nil 
PERRET, Fees nn ON, 1,612 1,598 1,576 1,602 
Daschle: Seen tLe eee ates. Sate 191 Sie ps 184 347 
SRSA Rem ie een a SA nil nil nil nil 


* Budgetary amounts do not include payments for cultural and special mails. 
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CANADA POST CORPORATION 


MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL 
REPORTING 


The Board of Directors is responsible for the financial statements 
and all other information presented in this annual report in accordance 
with the Financial Administration Act and regulations. The financial 
statements have been prepared by management in accordance with 
generally accepted accounting principles and, where appropriate, 
include amounts based on management’s estimates and judgement. 


Management has developed and maintains books of account, 
records, financial and management control and information systems 
and management practices. These are designed to provide reasonable 
assurance as to the reliability of financial information, that assets are 
safeguarded and controlled, and that transactions are in accordance 
with the Financial Administration Act and regulations as well as the 
Canada Post Corporation Act and by-laws of the Corporation. Internal 
audits are conducted to assess these systems and practices. 


The Board of Directors ensures that management fulfills its respon- 
sibilities for financial reporting and internal control through the Audit 
Committee which is composed of five directors, four of whom are not 
employees of the Corporation. The Audit Committee meets at least 
annually to review and advise the Board of Directors with respect to 
the financial statements and the auditors’ annual report. The Audit 
Committee also oversees the internal audit activities of the Corpora- 
tion and performs such other functions as are assigned to it. 


The Corporation’s external auditors, the Auditor General of Canada 
and Maheu Noiseux, examine the financial statements and report to 
the Minister responsible for Canada Post Corporation. 


BALANCE SHEET AS AT MARCH 31 
(in thousands of dollars) 
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AUDITORS’ REPORT 


TO THE MINISTER RESPONSIBLE FOR CANADA POST 
CORPORATION 


We have examined the balance sheet of Canada Post Corporation as 
at March 31, 1988 and the statements of equity of Canada, operations 
and extraordinary restructuring costs and changes in financial position 
for the year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the cir- 
cumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Canada 
Post Corporation Act and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 


Maheu Noiseux 
Chartered Accountants 
Ottawa, Canada 
June 8, 1988 


ASSETS 1988 1987 
Current 
GaShies £00 ©. ther pst muerte lew Rn eh aleve eeeaneeetieeh 551,893 608,248 
Accounts receivable 
Governmentiof Canada.) 74.0.0 5): oe. 9,759 5,534 
Foreign postal administrations..........0......00:00cccc0 32,423 78,829 
(OTH Yel es scare hae Larne noth i Rall bana 13,518 10,298 
Prepaidiexpensessic en eet ie enn ener niet 46,343 37,833 
653,936 740,742 
Fixed (Notes 3 and 8a) 
and; buildings andequipmentamcam ewer area 2,031,954 1,913,668 
Less: accumulated depreciation .................0.ccccceee. 503,740 412,829 
1,528,214 1,500,839 
Other 
Deferred employee termination benefits ..................... 391,844 386,939 
National Postal Museum (Note 4) .........00.ccccccccecee ] ] 
391,845 386,940 


ZS OID 2,026,021 


LIABILITIES AND EQUITY OF CANADA 1988 1987 


Current liabilities 
Accounts payable and accrued liabilities 


Governmentiof:Ganadae. 7. ee 102,504 140,020 
Foreign postal administrations................0.00..00000. 9,784 6,408 
COL TS Fe sag nyo Re SO NE SES ct Ae, seh BH: 88,849 98,610 
Salanies:and(benetitsps eerste se eee 135,615 183,186 
Deferredireventies = .6 eros wore eee 160,106 145,973 
Outstanding imoney/ordens yess ree 64,597 61,362 
Deposits eis sence et ei ee 8,578 7,683 
_ 570,033 643,242 
Employee termination benefits (Note 5) ...0.......0000.000. 391,844 386,939 
EQUITY OF CANADA 
Contributedicapitalies sumer rset cee, eee 1,943,425 1,739,388 
Accumulated unfunded losses from operations .......... (110,063) (102,300) 
Accumulated extraordinary restructuring costs, 
recoverable in future postal rates ...........ccccccecceeee (221,244) (38,748) 
1,612,118 1,598,340 
2,513,995 2:028:52 1 


Contingent liabilities (Note 6) 
Approved by the Board: 


SYLVAIN CLOUTIER 
Chairman of the Board 


DANIEL J. SCANLAN 
Chairman, Audit Committee 
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CANADA POST CORPORATION—Continued 


STATEMENT OF EQUITY OF CANADA STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED MARCH 31 YEAR ENDED MARCH 31 
(in thousands of dollars) (in thousands of dollars) 
1988 1987 1988 1987 
Contributed capital Cash from operations 
At beginning OUV CALNE teh ces ree een neat etn. 1,739,388 1,678,218 Loss fromoperationsa ees st aes ene eet (30,013) (128,981) 
Parliamentary appropriations for capital, extraordi- Items not requiring cash 
nary restructuring costs and special purposes Depreciation: 05. Serica Set en EN ae on) 92,925 85,690 
(INOteRSal) Repeater: Ste Seem ee LE coco chou: 204,037 61,170 Loss on disposal of fixed assets ...0..00..0.ccccccceceeeeeees 46 4,369 
PNUCNOLOSY CAL me teramtrins cone arte tar. (ersten estes Waser! 1,943,425 1,739,388 62,958 (38,922) 
Governmentifundingnies 2. see ek. ee ee 30,000 128,981 
Accumulated unfunded losses from operations Changes in non-cash working capital items 
Ger hEOINeAt ae oe ee 102,300 102,300 Accounts TeCeivable ...-..csesvtsstsstsinsteineneie 38,961 3,915 
Loss from operations and amortization of extraordi- Accounts payable and accrued liabilities ................ (43,901) 71,089 
MANY KESChUCLUTING COSIS eee enn eee ee 37,763 128,981 Deferred FONEINOS ihe tageantine her ti-n serires meee ae ae 14,133 12,467 
Less: government funding (Note 8c) .....00.0.00.cce 30,000 128,981 Cee MONEY OFAETS .......scceseesersseeeeeeteesnsee 3,235 2,145 
AC ehiGivca adiikesewar aacitatotne so 110,063 102,300 sid Ha POLS RAGA Eeieaas HBS eh (5,186). 1 37,624 


750200" 12 217,099" 


Accumulated extraordinary restructuring costs, recov- 
erable in future postal rates 
Atibesinnin pe Of veat ree eee ei ae BTS 38,748 


Cash for extraordinary restructuring 
Extraordinary restructuring costs, recoverable in 


Midiicnsditine ine year (Note 7)... MON MaNG 190.246 38.748 future /postalirateSan ne aeee eee eee (190,246) (38,748) 
LeSSwAMOniuZationiOnmtne Vean een. it :e erasers a. ass: 7,750 Cash f, fi : 
——_—— ash from financing 
AM endiopyeata. se, .covennts..2tmcewt cl Mens). fresh mi gtd 221,244 38,748 Parliamentary appropriations for capital, extraordi- 
Equity onGanada ear we essai oe haber oer. ws 1,612,118 1,598,340 nary restructuring costs and special purposes......... 204,037 61,170 
Cash invested 
Land and building acquisitions .......0.0.0.0.000ccccceceeees (41,569) (42,185) 
Equipment acquisitionss)..24. 20 ne iene oes (79,365) (72,828) 
STATEMENT OF OPERATIONS AND : $0 4 (120,934) (115,013) 
Parliamentary appropriation for special purposes...... 106 502 
EXTRAORDINARY RESTRUCTURING COSTS Proceeds on disposal of fixed assets ............cccecceescee: 482 2,030 
YEAR ENDED MARCH 31 762 2,030 
(in thousands of dollars) gOS) MRE 52) 
in Cashiincreases(decnedsc) mere a ee eae eee (56,355) 127,240 
ee Cashvat beginningiolsyeane: n= as 2 ere eee 608,248 481,008 
1988 1987 GCashatiend ofsy caren tc. 1 eee teen etme nen teen 551,893 608,248 
Represented by 
| Revenues Cast eee sec etiicp. ts, tee or ee eR ea eae 483,180 549,997 
POStA QE... eee eesees cesses esteseeseeenes ees eenenneeneneeeterenecnecnsaeseeets 2,671,961 2,500,129 Money orderifundsinstrust... = 52 68,713 58,251 
Payments on behalf of postal users (Note 8b)............ 251,593 254,093 
Other ee eee ee OE ene ca weer 214,998 215,834 
3,138,552 2,970,056 
| Expenses 
Salaries and benefits 22. See. Sa 2,268,485 2,243,224 NOTES TO FINANCIAL STATEMENTS 
PU ramsportatiom ene cctes.tcettesntee sere: sot ep hefeeemgeeaicee: 331,854 317,979 MARCH 31. 1988 
PAGCOMMMOGATION Ge et ae oer ore coer err tc 187,585 191,170 , 
Pepreckation were ee eke. Arte een ers etree 92,925 85,690 1. Incorporation 
(OTH (his 2, ws oe eres cette Rane n= Rep RTE eB cor oR 287,716 260,974 { 
3168.565 3,099,037 The Corporation was established by the Canada Post Corpora- 
| ' A EHISEN Gael ROY tion Act on October 16, 1981 to operate a postal service on a self- 
poss feomnaperatons: 262-1 tp al sim IRE Scar waa) : } sustaining financial basis while providing a standard of service 
Amortization of extraordinary restructuring costs .... 7,750 , 
: rue oat inn, Oe extragrda that will meet the needs of the people of Canada. The Corporation 
pile Lore R agli 37.763 128.981 is a Crown corporation included in Part I of Schedule C to the 
y Neate ee ae aL ee ——— Financial Administration Act and is an agent of Her Majesty. 


| Extraordinary restructuring costs, recoverable in The Corporation is exempt from income taxes. 

Befuture postal rates (Note 7)yo-snyeetemvinrssnrnt ai NOAH. _'S87ES The Canada Post Corporation Act provided that all the prop- 
erty, assets, rights, obligations and liabilities of the Post Office 
Department be transferred to the Corporation from the Govern- 
ment of Canada. 


2. Significant accounting policies 


These financial statements have been prepared in accordance 
with generally accepted accounting principles. A summary of the 
significant accounting policies of the Corporation follows: 


(a) Rate regulation 


The Canada Post Corporation Act provides that the Corpora- 
tion may make regulations prescribing rates of postage that 


112 


CANADA POST CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Continued 


(b) 


(c) 


are fair and reasonable so as to provide revenue together with 
any revenue from other sources, sufficient to defray the costs 
incurred by the Corporation in the conduct of its operations. 
The Corporation is required to publish each proposed regula- 
tion for interested persons to make representations to the 
Minister responsible for the Corporation, who thereafter sub- 
mits the regulation to the Governor in Council for consider- 
ation and subsequent approval or refusal. 


With the approval of the Governor in Council, as rate regula- 
tor, the Corporation may include certain costs in its future 
operating cost base for purposes of establishing postal rates 
at that time. Such costs are amortized and recovered in 
future postal rates on the basis specified by the rate regula- 
tor. 


Fixed assets and depreciation 


Land, buildings and equipment transferred from the Govern- 
ment of Canada on October 16, 1981 were recorded at their 
fair value at that date, determined as follows: 


Land — Market value based on existing 
use 
Buildings — Depreciated replacement cost 


Plant equipment, 
vehicles, and sales 
counter and office 
furniture and equipment 


— Depreciated replacement cost 
or original cost less 
estimated depreciation 


The market value of land and the depreciated replacement 
cost of buildings transferred by the Government of Canada 
was determined by independent appraisals. Acquisitions sub- 
sequent to October 16, 1981 are recorded at cost. 


Minor equipment was recorded at estimated depreciated 
replacement cost at October 16, 1981. Subsequent additions 
to the base amount are recorded at cost. Replacement of 
mailbags and lockboxes are expensed as purchased. 


Depreciation is provided on the straight-line basis over the 
estimated useful lives of the following assets: 


30 and 40 years 
4 to 30 years 


Buildings 

Plant equipment 

Vehicles (other than passenger 
and light duty commercial) 

Sales counter and office furniture 
and equipment 

Minor equipment—Street furniture 
and monotainers 


6 to 10 years 
5 to 20 years 


5 to 15 years 


Depreciation is provided on the diminishing balance basis at 
an annual rate of 30 per cent for all passenger and light duty 
commercial vehicles. 


Employee termination benefits 


Employees of the Corporation are entitled to specified termi- 
nation benefits, calculated at salary levels in effect at the 
time of termination, as provided for under collective agree- 
ments and conditions of employment. 


With the approval of the rate regulator, the Corporation 
defers the costs of unpaid employee termination benefits 
accruing to employees until such time as the Corporation 
becomes self-sustaining (anticipated to be the year ending 
March 31, 1989). Accordingly, the present value of the pro- 
jected costs of unpaid employee termination benefits is 
recorded in the accounts as a long-term liability offset by a 
deferred charge, since such costs will be recovered from 
future postal revenues and/or Government funding (Notes 5 


(d) 


(e) 


(f) 


(g) 


(h) 
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and 8c). The deferred costs are amortized and charged to 
operations on the same basis as the liability is paid and recov- 
ered from revenues and/or Government funding. 


Revenue recognition 


Amounts received for which services have not been rendered 
prior to the end of the year are deferred. 


Parliamentary appropriations 


Parliamentary appropriations representing Government con- 
tributions are credited to equity of Canada when costs are 
incurred. However, when capital items are funded under a_ 
Government assistance program, the funding is applied to | 
reduce the capital cost. As outlined in Note 8(a), unexpended 
amounts are set up as a current liability due to the Govern- 
ment of Canada. | 
Parliamentary appropriations representing payments on > 
behalf of postal users and Government funding are credited 
to operations in the year to which they relate, as outlined in 
Note 8(b) and (c). 


Workers’ compensation 


The Corporation assumes all risks for workers’ compensation 
claims. The estimated costs of such claims, as a result of inju- 
ries on duty, are recorded as expenses in the year of injury. 
All payments for injuries suffered by employees prior to 
October 16, 1981 are the responsibility of the Government of | 
Canada, since they are the liability of the Department of- 
Labour. 


Pension plan 


Employees of the Corporation are covered by the Public Ser- 
vice Superannuation Plan administered by the Government! 
of Canada. Under present legislation, contributions made by. 
the Corporation to the Plan are limited to an amount equal to: 
the employees’ contributions on account of current service. | 
These contributions, which amounted to $96,085,000 
(1987—$96,265,000), represent the total pension obligations 
of the Corporation and are charged to operations on a cur- 
rent basis. The Corporation is not required under present 
legislation to make contributions with respect to actuarial 
deficiencies of the Public Service Superannuation Account 
and/or with respect to charges to the Consolidated Revenue 
Fund for indexation payments under the Supplementary 
Retirement Benefits Act. 


Extraordinary restructuring costs, recoverable in future 
postal rates 


The Corporation has undertaken certain programs which 
form part of a major restructuring of the current postal sys- 
tem to meet specified operating and service performance 
standards. The costs of these programs are of an unusual, 
non-recurring and strategic nature. 


With the approval of the rate regulator, these costs are to be! 
recovered in future postal rates and, as such, are amortized 
on a Straight-line basis over the ensuing five years. 


Pending the amortization and recovery of such costs in future 
postal rates, these costs are reflected in the statement of 
operations and extraordinary restructuring costs as incurred, 
and are accumulated as a reduction of the equity of Canada. 


In the event that the Corporation determines there is no 
reasonable assurance that particular amounts will be recov- 
ered, such unrecoverable costs will be charged to current 
operations. 
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CANADA POST CORPORATION—Continued 


‘NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Continued 


(i) Foreign currency translation 


i 
Revenues and expenses relating to transactions with foreign 
postal administrations are translated into Canadian dollars at 
the exchange rates at the time of transaction. Amounts due 
to or from foreign postal administrations at the balance sheet 
date are translated at the then prevailing exchange rates. 
Gains or losses arising from translation of foreign currencies 
are included in operations. 


3. Fixed assets 


1988 1987 
Accu- 
Cost or mulated 
fair deprecia- 
value tion Net Net 
(in thousands of dollars) 
Wander, sates. ee 241,889 241,889 241,704 
Buildings. cee. ee 1,054,615 237,279 817,336 818,083 
Plant equipment......... 440,966 174,923 266,043 282,744 
WVelticles: mets =:.4° 9-7. 85,745 44,355 41,390 35,630 
Minor equipment 
Mail bags and lock 
DOXES Wiest. 24,325 24,325 24,325 
Street furniture 
and monotainers. 73,163 16,924 $6,239 27,942 


Sales counter and 
office furniture and 
equipment o25. 4.0. 111,251 30,259 80,992 70,411 


2,031,954 503,740 1,528,214 1,500,839 
———————_—— 


_ 4. National postal museum 


The Corporation operates a museum which contains philatelic 
material, postal artifacts, a postal library, and exhibits that trace 
the history of the mail and other postal memorabilia. Since these 
collections, exhibits and books are not for resale and are of unde- 
termined value, they have been recorded at a nominal amount of 
$1,000. On April 1, 1988 with the agreement of the Government 
of Canada, the custody of these assets was transferred to the 
National Archives of Canada and the Canadian Museum of Civil- 
ization. The memorandum of understanding outlining the specific 
details of this transaction is currently under review. 


_5. Employee termination benefits 


At the time of incorporation on October 16, 1981, the Corpora- 
tion assumed the liability related to termination benefits which 
had accrued to employees of the Post Office Department. In addi- 
tion, the Corporation recognizes in the accounts the liability for 
benefits accruing to employees of the Corporation since October 
16, 1981. The present value of these projected liabilities and the 
corresponding deferred charge remaining to be amortized and 
charged to operations at March 31, amounted to: 


1988 1987 
(in thousands 
of dollars) 
Accumulated to October 16, 1981 c..cscccccccecceeecocecescecs--. 222,937 240,949 
Accumulated subsequent to October 16, 1981............. 168,907 145,990 


391,844 386,939 


The total charge to operations for employee termination ben- 
efits amounted to $22,180,300 (1987 — $15,633,900). 
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6. Contingent liabilities 


(a) A complaint has been filed with the Canadian Human Rights 
Commission, alleging discrimination by the Corporation con- 
cerning work of equal value. The Commission’s investigation 
of this complaint is continuing and the outcome is not pres- 
ently determinable. Settlement, if any, arising from resolu- 
tion of this matter will be recovered in future postal rates (as 
determined in accordance with the Canada Post Corporation 
Act) and/or from the Government of Canada. 


(b) Employees are permitted to accumulate unused sick leave. 
However, such leave entitlements do not vest and are depend- 
ent on future illness. The amount of accumulated sick leave 
entitlements which will become payable cannot reasonably be 
determined. Sick leave benefits are expensed as paid. 


7. Extraordinary restructuring costs, recoverable in future postal 


rates 


During the year, the Corporation incurred costs which contrib- 
ute to the restructuring of the current postal system to meet speci- 
fied operating and service performance standards. These costs 
relate to negotiation of contractual flexibility, development and 
implementation of management and operating systems, and per- 
sonnel downsizing and are recoverable in future postal rates. 
These costs are amortized on a straight-line basis over the ensuing 
five years. 


8. Parliamentary appropriations 


(a) Parliamentary appropriations for capital, extraordinary 
restructuring costs and special purposes 


The Government of Canada has provided contributions 
towards the acquisition of fixed assets and the extraordinary 
restructuring costs in the form of a parliamentary appropria- 
tion for capital and extraordinary cost requirements. No fur- 
ther such contributions are anticipated. In previous years, the 
Corporation also received appropriations for other special 
purposes. Appropriations have been allocated as follows: 


1988 1987 
(in thousands 
of dollars) 
Unexpended balance at beginning of year ............... 43,589 2,261 
Parliamentary appropriations 
Capital and extraordinary cost requirements ...... 161,000 103,000 
Totaliavailabiowmuc ceumeeees oe ee eres cans okie 204,589 105,261 
Credited to 


Equity of Canada 
Capital and extraordinary restructuring costs. 204,037 59,963 


SpecralipurpOSes i settee iether! 1,207 
Fixed asset acquisitions (Government assist- 
MCE) ce eae eer ne a eg 106 $02 
Bxpended during the: Veale ae stieaeee eeee 204,143 61,672 
Unexpended balance at end of year (in current 
lia DilitieS) oer. cetera r 446 43,589 
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CANADA POST CORPORATION—Concluded 


NOTES 


TO FINANCIAL STATEMENTS 


MARCH 31, 1988—Concluded 


(b) 


(c) 


Payments on behalf of postal users 


The Government of Canada provides assistance to the pub- 
lishing industry by making payments which compensate the 
Corporation for foregone postage revenue from that source. 
In accordance with Government policy, the Corporation also 
receives compensation for government free mail, literature 
for the blind and northern air stage services. Payments 
received are as follows: 


1988 1987 
(in thousands 
of dollars) 
Department of Consumer and Corporate 
IN TEAITS eee eee eremee eee een tent eae 196,500 199,000 


55,093 55,093 
251,593 254,093 


Department of Communications ..........0.0.0..0.05 


It is anticipated that where Government policy requires the 
Corporation to provide postal services at rates less than cost, 
the Corporation will continue to receive payments as com- 
pensation for foregone postage revenue. 


Government funding 


The Canada Post Corporation Act provides that where the 
annual revenues of the Corporation are insufficient to permit 
the Corporation to pay all its operating and income charges, 
the amount of the insufficiency shall be included in the form 
of a deficit appropriation in the next Estimates laid before 
Parliament. 


The annual deficit appropriation in respect of the loss from 


operations was limited to $30,000,000 (1987 — 
$128,981,000). No further deficit appropriations are 
anticipated. 


9. Lease commitments 


The Corporation occupies certain facilities under operating 
leases which expire at various dates between 1989 and 2027. The 
Corporation’s future minimum rental payments required under 
operating leases that have terms in excess of one year, are as fol- 
lows: 


1994 


(in thousands 
of dollars) 


37,234 
30,201 
22,594 
17,916 
13,105 
25,346 


146,396 


ODO 27m ee eee Ane) 5 cere 
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10. Related party transactions 


The Corporation had the following transactions with related 
parties in addition to those disclosed elsewhere in these financial 
statements. 


(a) 


(b) 


(c 


~~ 


(d) 


Property management 


The Corporation has a property management arrangement 
with the Department of Public Works to manage substan- 
tially all the Corporation’s real property. Operating, mainte- 
nance, leasing and other accommodation costs including 
grants in lieu of taxes, incurred by the Department of Public 
Works, plus a management fee charged to operations 
amounted to $181,259,000 (1987—$176,200,000). Rental 
income from third parties of $8,129,000 (1987— 
$10,130,000) is included in other revenues. Capital expendi- 
tures including a management fee amounted to $33,452,000 
(1987—$31,240,000). 


Financing 


At the present time, the Corporation’s receipts are deposited 
to the credit of the Corporation in the Consolidated Revenue 
Fund of the Government of Canada and its expenditures are 
paid out of the amounts held to its credit in this Fund. 
Where, at any time, the available revenues of the Corpora- 
tion are not sufficient to pay all the operating and income 
charges as and when due, the Minister of Finance may, with - 
approval, place at the disposal of the Corporation such 
amounts as may be required to enable the Corporation to 
meet all such charges. The Corporation was not charged | 
interest, nor did it receive interest, on its balance in the Con- 
solidated Revenue Fund. | 


Money orders | 


Funds received from the issue of money orders are held in- 
trust to the credit of the Corporation in the Consolidated | 
Revenue Fund of the Government of Canada until required | 
for redemption of the money orders and/or settlement with | 
foreign postal administrations. Interest was not received on 
the funds on deposit, nor was there a charge by the Govern- 
ment of Canada for expenses relating to the redemption of 
money orders. 

Other | 


In the normal course of business, the Corporation enters into 
various other transactions, such as the provision of postal ser- 
vices and the purchase of air and rail transportation, with the 
Government of Canada, its agencies and other Crown corpo- 
rations. 


11. Labour agreements 


Labour agreements between the Corporation and certain bar- 
gaining units have expired and are at various stages of negotia- 
tion, arbitration or ratification. 


_ PUBLIC ACCOUNTS, 1987-88 115 


SUMMARY PAGE 
CANADIAN BROADCASTING CORPORATION 


| MANDATE 


Develop and provide a national broadcasting service for all Canadians in both official languages, in television and 
| radio, and provide an international service. 


| BACKGROUND 


Established in 1936 by the Broadcasting Act; major amendments were made to this Act in 1958 and 1968 and 
‘Bill C-136, tabled on June 23, 1988 seeks further amendment of it, in particular to increase Canadian production of 
programming. 


CORPORATION DATA 


: HEAD OFFICE 1500 Bronson Avenue 
P.O. Box 8478 
Ottawa, Ontario 
K1G 3J5 
STATUS — an agent of Her Majesty 


— exempted from Divisions I to IV of Part X of the Financial 
Administration Act; subject to Part VIII of this Act as it read 
immediately before the 1984 repeal thereof 

| APPROPRIATE MINISTER The Honourable Flora MacDonald, P.C., M.P. 

‘DEPARTMENT Communications 


YEAR AND MEANS 1936, by the Broadcasting Act (R.S.C. 1985, c. B-9). 
OF INCORPORATION 
| 


CHAIRMAN AND CHIEF The Honourable Pierre Juneau, P.C., O.C. 
EXECUTIVE OFFICER 


AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 


(restated) 
At the end of the period 

EVES fe 2 Gl Ran SO ER NCO pS rs, MPR. ME Baca 799 75 731 691 
oligations to the private Sector \...6. 0s :.cssovicesnciesseceteersi OM 6 l nil nil 
Peli gAtiONS LO.C aNag ar eee enh en ha eee 33 33 33 33 
Berri VOL Ar aT AA eter cee Vielen oc i OR Nae hn Reet 508 461 448 413 
ash from Canada in the period 

BRO COLA IY a eRe At Se Bea Me a nekkid 887 855 857 905 


BON DUCRCLAT Ya icc tee rene cant estan tenth ae ee et nil nil nil nil 


116 


CANADIAN BROADCASTING CORPORATION 
AUDITOR’S REPORT 


TO THE CANADIAN BROADCASTING CORPORATION 
AND 
THE MINISTER OF COMMUNICATIONS 


I have examined the balance sheet of the Canadian Broadcasting 
Corporation as at March 31, 1988 and the statements of income and 
expense and reconciliation to government funding basis, proprietor’s 
equity account and cash flow for the year then ended. My examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as I con- 
sidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended, in accordance with generally accepted accounting principles 
applied, except for the change (required to conform to the recommen- 
dations of the Canadian Institute of Chartered Accountants) in the 
method of accounting for pension costs as explained in Note 4 to the 
financial statements, on a basis consistent with that of the preceding 
year. 


Further, in my opinion, proper books of account have been kept by 
the Corporation, the financial statements are in agreement therewith 
and the transactions of the Corporation that have come to my notice 
during my examination of the financial statements have, in all signifi- 
cant respects, been in accordance with the former Part VIII of the 
Financial Administration Act and regulations as they apply to the 
Corporation, the Broadcasting Act and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
June 10, 1988 


BALANCE SHEET AS AT MARCH 31, 1988 
(in thousands of dollars) 
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ASSETS 1988 1987 
Current 
@ashanditreasurysbillsieeaasacmee eee nee eect 17,638 11,932 
NECOUNTSecelVa Dl Gare wee cn toe maar. een sees mince 74,741 70,020 
Engineering and production supplies and merchandise.... 12,400 13,213 
Programs completed and in process of production ........... 69,916 83,456 
Prepaid film and script rights and other expenses ............ 23,609) "235129 
198,304 202,350 
FixedrassetsiGNotes) inn coccenceneay ete ere neacn fe eerie $92,229 552,224 
Deferred: chargze! (Note) 2230 can..eeertree sree oe 8,904 


799,437 754,574 


LIABILITIES 


Current 


Accounts payable and accrued liabilities 0.0.0.0... 


Accrued vacation pay ..... 


Long-term 


Employee termination benefits: es. eee eee 
Advances from Government of Canada (Note 5)............. 
Obligations under capital leases (Note 6) .........0.ccc 


PROPRIETOR’S EQUITY 


Proprietor’s equity account 


The accompanying notes and schedule A are an integral part of the financial statements. 


Approved on behalf of the Board of Directors: 


PIERRE JUNEAU 
Director 


ROBERT KOZMINSKI 
Director 


S. COTSMAN 
Vice-President, Finance 


1988 1987 | 
156,277 165,029 | 


135,567 129,064 | 


799,437 754,574 


110,261 122,165 
46,016 42,864 | 


99,085 95,355 
33,000 33,000 
3,482 709 | 


507,593 460,481 | 
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CANADIAN BROADCASTING CORPORATION—Continued 


STATEMENT OF INCOME AND EXPENSE 


~AND RECONCILIATION TO GOVERNMENT 
FUNDING BASIS 


FOR THE YEAR ENDED MARCH 31, 1988 
(in thousands of dollars) 


1988 1987 
_ Expense 
_ National Broadcasting Service, program and distri- 
bution costs (See Schedule A) o....cccccccccccccecccceseseeses 1,009,746 956,711 
Radio Canada International, broadcasting service ... Leese, 17,269 
Corporate engineering services ...0..0.0-ccccecceccececeeccs 8,946 9,969 
Corporate management and services .......................... 47,586 46,478 
Commissions toagencies .....ee ee On 41,242 33,681 
Sclling.and merchandising’ sae. ee 41,322 42,677 
1,166,054 1,106,785 
Income 
ENGRTSS SUSI TAN 1 Be. te ea th 295,546 238,668 
INUISCGIIATICONS pee Oy a ARE et MEE cen, 30,155 27,641 
Parliamentary operating appropriation (Note 7) ...... 792,266 782,673 
1,117,967 1,048,982 
Excess of expense over income before income tax and 
ExiLAOrdnaryitemoese oe ee es 48,087 57,803 
MCOME TAX (NOte:S) eee meen ence 3,139 
Excess of expense over income before extraordinary 
TS Lea sleet ce ke re a eae Sau eieainataais 51,226 57,803 
Extraordinary item, income tax reduction (Note 8). (3,139) 
Excess of expense Over inCOME...........cecceccescesseeccecsesseeseees 48,087 57,803 
Reconciliation to Government Funding Basis 
Deduct: net items not requiring current oper- 
atingitunds (Note 7) ee eens 62,611 45,857 
Surplus (deficit) for the year oo... c.cceccecccccsccscecsesesseseees 14,524 (11,946) 
(Deficit) surplus, beginning of year .........-.cceccccceees. (10,191) 1,755 
Surplus (deficit); end of year 00.00, 4,333 (10,191) 


The accompanying notes and schedule A are an integral part of the financial 
statements. 
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SCHEDULE OF NATIONAL BROADCASTING SERVICE 
PROGRAM AND DISTRIBUTION COSTS 
FOR THE YEAR ENDED MARCH 31, 1988 
(in thousands of dollars) SCHEDULE A 


eee 
SS 


1988 1987 
Programs 
English language 
Radio 
NetWork he. 2. ...)esn eine POY RE oan 46,841 43,723 
Regional contribution to network ........0...0.0......... 21,183 19,386 
RCS IO R A ci hre ore ctreie peteiecs eames acs Le 51,998 52,079 
Television 
IN Ct Wor Ket peentnaeied A aa Sao is etic eee 266,418 226,310 
Regional contribution to network ........................ 47,607 43,193 
Restonalhage ® ccna stercnn ote ere nen AWA Ss, 106,817 109,837 
French language 
Radio 
INGtWOrkKeremmecnee <8 ca. crsttucate ne oh veo te 38,568 34,442 
Regional contribution to network ........................ 6,791 6,071 
ReSional ees. <r. tener een ey ae neal awe 28,501 27,597 
Television 
INGtWOrk oats atayers beret ote oe te 188,146 188,104 
Regional contribution to network ............ccc0000--- 14,141 14,786 
ReSional Mtanmeete tree: erence mee ce nae 43,407 40,459 
860,418 805,987 
Distribution 
Radio 
INetworkidistribution seen eee eee 19,776 19,548 
Statlomtransmissionsmesee eee ee eee 21,042 22,053 
Television 
Network: distni butions see neta enna 65,460 65,636 
Stationiiransmissionsee sees eee ee 27,536 28,114 
Payments to private stations .........0..ccccceccececesesee 15,514 15,373 
149,328 150,724 
1,009,746 956,711 


a a td i 
The accompanying notes are an integral part of the financial statements. 


STATEMENT OF PROPRIETOR’S EQUITY ACCOUNT 
FOR THE YEAR ENDED MARCH 31, 1988 
(in thousands of dollars) 


_ ee eee 
ee oss qo 


1988 1987 

Balancesbepinning otveateusses oe ee 460,481 447,518 
Add (Deduct): parliamentary capital _ appropriations 

(Note!7) oe Gee 5) OREO RE soe it 91,344 68,260 
parliamentary working capital appro- 

priations)| (Note) eee eee 4,000 4,000 

loss on disposal of fixed assets .................... (145) (1,494) 

surplus (deficit) for the year... 14,524 (11,946) 


net items not requiring current 
operating funds (Note 7) ........cccccccces 


Balancerendofithe yearmnrst: eee ee 


(62,611) (45,857) 
507,593 460,481 


SE Tike ae eee, 
The accompanying notes and schedule A are an integral part of the financial 
statements. 
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CANADIAN BROADCASTING CORPORATION—Continued 


STATEMENT OF CASH FLOW 
FOR THE YEAR ENDED MARCH 31, 1988 
(in thousands of dollars) 


1988 
Operating Activities 
Excess of expense over income before extraordinary 
TUCTY Gy eee ere seen ee att etc oe Seay (51,226) 
Items not involving cash 
Extraordinary item—Income tax reduction ........... 3,139 
Depreciation and amortization .......00....:cee 54,732 
Employee termination benefits «0.0.0.0... 3,730 
Net change in non-cash working capital balances 
ONO te 59) ae ee ectes Se oA RUN Se cet Sc ea (515) 
9,860 
Financing Activities 
Parliamentary capital appropriation .......0.......c0 91,344 
Capital lease obligations assumed ..............:ccceeees 6,453 
Parliamentary working capital appropriation ............ 4,000 
101,797 
Investing Activities 
ACGuisitionoffixed assetsn nee tan ee ines (89,621) 


Proceeds on disposal of fixed assets ............:ccceccees LOT 


Capital portion of lease payments .............: cece (2,164) 

Equipment acquired under capital leases.................... (6,453) 

(97,047) 

Deferred pension contribution ...........cc.ccceeeeeeeeteeees (8,904) 
Increase (decrease) in cash and treasury bills................ 5,706 
Cash and treasury bills, beginning of year.................... A932 
Cash and treasury bills, end of year ..........cccecteeecenes 17,638 


The accompanying notes and schedule A are an integral part of the 
statements. 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 


1. Authority and objective 


1987 


(57,803) 


48,455 
404 


(838) 
(9,782) 


68,260 
692 
4,000 


2,952 


(69,006) 
776 
(30) 

(692) 

(68,952) 


(5,782) 
17,714 
11,932 


financial 


The Canadian Broadcasting Corporation was established by the 
1936, 1958 and 1968 Broadcasting Acts. The Corporation is an 
agent of Her Majesty and all property acquired by the Corpora- 


tion is the property of Her Majesty. 


The objective of the Corporation is to develop and provide a 
national broadcasting service for all Canadians in both official 
languages, in television and radio, and to provide an international 
service. The television and radio services should be primarily 


Canadian in content and character. 
2. Significant accounting policies 


(a) Engineering and production supplies and merchandise 


The inventory of engineering and production supplies is 
stated at the lower of average cost and replacement cost. The 
inventory of merchandise is stated at the lower of cost and 


net realizable value. 


(b) Programs completed and in process of production 


Programs completed and in process of production are stated 
at cost. Cost includes the cost of goods and services, and the 
share of jabour and overhead expenses applicable to each 


program. 


Program costs are charged to operations as the programs are 


broadcast or deemed unusable. 


(c 


~— 


Film rights 


The Corporation enters into contracts for film broadcasting 
rights. As payments are made under the terms of each con- 
tract they are reflected in the accounts as prepaid film rights. 
The film rights are charged to operations as the films are 


broadcast or deemed unusable. 


(d) 


(e) 


(f) 


wa 


(g 


(h) 
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Fixed assets 


Fixed assets are recorded at cost. The cost of assets con- 
structed by the Corporation includes material, engineering 
services, direct labour and related overhead. Depreciation is 
calculated on the straight-line method using rates based on 
the estimated useful life of the assets, as follows: 


Buildings 33 years 
Technical equipment 
Transmitters and towers 20 years 
Other 10 years 
Furnishings and office equipment 10 years 
Automotive 5 years 


Major leasehold improvements are capitalized and amortized 
over the terms of the leases to a maximum period of five 
years. Amounts included in uncompleted capital projects are 
transferred to the appropriate fixed asset classification upon 
completion, and are then depreciated according to the Corpo- 
ration’s policy. Gains and losses on disposals of fixed assets 
are credited or charged to Proprietor’s Equity Account. 


Capital leases 


Assets recorded as capital leases are amortized on the 
straight-line method over the estimated useful life of the 
assets or the lease terms as appropriate. Obligations recorded 
under the capital leases are reduced by rental payments net 
of imputed interest. 


Pension costs and obligations 


The Corporation’s pension plan is a defined benefit final 
average pension plan. The cost of pension benefits earned by 
employees is determined using the projected benefit method 
of actuarial valuation with projected salary increases where 
appropriate, pro-rated on services and charged to expense as 
services are rendered. This cost reflects management’s best 
estimate of the pension plan’s expected investment yields, and 
of salary escalations, mortality of members, terminations and 
ages at which members will retire. The surplus recognized for 
accounting purposes on the introduction of this accounting 
policy, adjustments arising from plan amendments, 
experienced gains and losses and changes in assumptions are 
amortized over the estimated average remaining service life 
of the employee group. 


The pension plan is funded in accordance with standard 
actuarial practice and legal requirements. 


The difference between the accumulated amounts expensed 
and the funding contributions is reflected in the balance sheet 
as a long term deferred charge or accrual as the case may be. 


Employee termination benefits and vacation pay 


Employee termination benefits and vacation pay are ex- 
pensed as benefits accrue to employees under their respective 
terms of employment. 


Parliamentary appropriations 


Parliamentary appropriations for operating expenditures are 
recorded as income. Parliamentary appropriations for capital 
and working capital are credited to Proprietor’s Equity 
Account. 
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“ANADIAN BROADCASTING CORPORA TION—Continued 
NOTES TO FINANCIAL STATEMENTS 
AARCH 31, 1988—Continued 


3. Fixed assets 6. Lease obligations 


As at March 31, 1988, the Corporation’s obligations related to 
capital leases and operating leases for terms in excess of one year 


1988 1987 
are as follows: 
Accu- 
mulated Capital Operating 
depreci- Leases Leases 
ation and Net Net (in thousands 
amor- book book of dollars) 
oo es value Yalue Tire Ee ae ENC RT Cee, 2,402 54,610 
(in thousands of dollars) Donets Det cree sh elortary dl NG ich, et Sl ac lana 2,044 36,263 
eAridgeet We toys 35,387 35,387 35,807 1S Ves RA IG Re TA Le a Sa CL ea IAL Mn et 1,582 21,666 
Buildings) 15.8272 257,609 109,107 148,502 145,890 |US}2 ae sere lamer ay ome pas ete Revi ben ci eal Se Veh iene alt 407 17,740 
Technical equipment 644,588 323,479 321,109 308,434 [Nebo ide ioral ee earnest Sai rs edie ne ees ean eae 14,833 
Furnishings and 1994-206 neh Oe See ct ete Mane eet aes 15,224 
office equipment ... 28,470 8,876 19,594 16,501 Motalifuture payments meee eee eerie ere: 6,435 160,336 
aa ater Sy Be ear ae. eas DedUGEAIN PUL GUINUC TES Unrest tee ee ener ree mete ee eee 983 
easehold improve- : ; ae 
mentsmrt week. 5,397 4,715 682 1,813 Present value of capital lease obligation ....................... 5,452 
Computer equipment Deductacurrent POnUon teeta eer ae ere meee 1,970 
under capital Long-term obligations under capital leases ................. 3,482 
leasestt. ae ee. 7,844 2,707 Salisd, 1,295 SS 
Uncompleted capital 7. Parliamentary appropriations 
DLOJCCLS mere eee 57,627 57,627 38,226 


The Corporation receives funds from the Parliament of Canada 
through annual appropriations. These funds are used to develop 
and provide a national broadcasting service. The appropriations 
approved and the payments received by the Corporation for 1988 
and 1987 are noted below. 


1,049,975 457,746 592,229 552,224 


4. Deferred charge 
The Corporation maintains a defined benefit final average pen- 


sion plan which covers substantially all its continuing employees. 1988 1987 
The plan provides pensions based on length of service and final (in thousands 
average earnings. of dollars) 
Effective April 1, 1987, the Corporation adopted on a prospec- Appropriations 
tive basis, the accounting recommendations for pension costs and Operating sich toe te Sten Se pee 792,266 782,673 
obligations issued in 1986 by the Canadian Institute of Chartered Ca pital Peer rete een keene er enes eee 91,344 68,260 
Accountants. An actuarial valuation was last made as of Decem- Working Capita letter n eee 4,000 4,000 
ber 31, 1986. Projections from that valuation show a present value 887,610 854,933 
of accrued pension benefits of $1,265,621,000 and $1,380,438,000 ak Saad ame 
a . Ae af ee and sagt erie 1S aE eto The 1988 capital appropriation includes $589,000 which repre- 
POMC, WAMMES RAVE DCE USCC TOL Va nul SION LUC ASSCLS sents unspent accumulated capital appropriations from previous 
which, based on financial information as at March 31, 1987 and years. e aca 3 
March 31, 1988, are estimated at $1,412,107,000 and ; : ; a 
$1,521,820,000 respectively. ae Sn summarizes the net items not requiring current 
The deferred charge at March 31, 1988 is the difference ore ae ues 
between the pension expense for the year and the funding contri- 1988 1987 
butions. (in thousands 
. Advances from Government of Canada of dollars) 
Advances from the Government of Canada are made for work- sia: and amortization ............... PETERS OAS, 54,732 48,455 
ing capital purposes and are non-interest bearing. These advances foe os a ote a NER NLS EM a Pict 
ing Capital purp g. Progralmbinyc ntony COs ts eeemee eer) acme nee 8,324 (4,325) 


become repayable when cash and treasury bills exceed the Corpo- Deferred pension contribution ....0.0.0..0............ (8,904) 
ration’s requirements for working capital. GOONS IS OTT 
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CANADIAN BROADCASTING CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


8. 


10. 


Income tax 


The Corporation is a prescribed federal Crown corporation 
under Part LXXI of the Income Tax Regulations and is subject to 
the provisions of the federal Income Tax Act. Depreciation and 
capital cost allowance are not allowable deductions in the deter- 
mination of the Corporation’s taxable income. Therefore, the Cor- 
poration may have taxable income even when there is an excess of 
expense over income in any year. 

During the year, the Corporation recognized previously 
unrecorded tax benefits of prior years’ losses. The Corporation 
has accumulated losses carried forward for income tax purposes of 
$7.4 million which has not been recognized in the financial state- 
ments. The tax benefits pertaining to this loss carry-forward are 
available until 1994. 


. Changes in non-cash working capital 
1988 1987 
(in thousands 
of dollars) 
Cash provided (used for) 
Accounts recelvable. cccee.crr--- 1 heen ree (4,721) (4,354) 
Engineering and production supplies and merchan- 

LISC ee ee en eee tet 813 (1,145) 
Programs completed and in process of production... 13,540 (6,854) 
Prepaid film and script rights and other expenses.... 120 1,661 
Accounts payable and accrued liabilities.................. (13,419) 8,531 
ACCrUued (Vacation Pa Vinrn-cor tcc sce eee ete tates Siley? 1,323 

(515) (838) 
Commitments 


As at March 31, 1988, commitments for procured programs, 
film rights and co-productions amounted to $51.0 million. 


Lae 


2, 


. Subsequent events 


. Comparative figures 
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Contingencies 


In the ordinary course of business, various claims and lawsuits 
have been brought against the Corporation. In the opinion of | 
management, the losses, if any, which may result from the settle- | 
ment of these matters are not likely to be material and accord- | 
ingly no provision has been made in the accounts of the Corpora- | 
tion. 


Related party transactions : 
The Corporation is related in terms of common ownership to all | 
Government of Canada created departments, agencies and Crown | 
corporations and is mainly financed by Parliament of Canada. 
During the year, transactions with these related departments, 
agencies and Crown corporations were in the normal course of 
business on normal trade terms applicable to all individuals and | 
enterprises. Transactions with the Parliament of Canada are! 
outlined in notes 5 and 7. | 


On April 8, 1988, the federal cabinet gave approval to the Cor- 
poration to proceed with the Broadcast Centre Development 
Project in Toronto. The project is a mixed use property including | 
commercial office, retail, residential and hotel space, in addition 
to a consolidated Broadcast Centre for the Corporation’s Toronto | 
based operations. It will be located on the Corporation’s 9.3 acre. 
site in downtown Toronto. The project involves the lease of this 
land to a developer who will finance and develop both the Broad- 
cast Centre and the commercial elements of the project. The Cor- 
poration will then lease back the broadcasting facilities over a 35 
year period. 


Certain of the 1987 comparative figures have been reclassified | 
to conform to the current year’s presentation. 


PUBLIC ACCOUNTS, 1987-88 


121 


SUMMARY PAGE 


CANADIAN COMMERCIAL CORPORATION 


MANDATE 


To assist in the development of trade between Canada and other nations. 


BACKGROUND 


Established in 1946, the corporation serves as prime contractor when other countries wish to purchase goods and 
services from Canada on a government-to-government basis. As well, it assists in sales to international agencies. 


CORPORATION DATA 


HEAD OFFICE 


STATUS 
APPROPRIATE MINISTER 


DEPARTMENT 


YEAR AND MEANS 
OF INCORPORATION 


CHAIRMAN AND CHIEF 
EXECUTIVE OFFICER 


AUDITOR 


At the end of the period 


PotalvAssetS*ante, /95), Cenomert AVE ke: 
Obligations to the private sector 
Obligations to Canada ...............00.. 
aouitynof Canada os..dvspeeeciteosivawe, 
Cash from Canada in the period 
BCLS CCATY tyercn i one ne cis 
—non-budgetary ..............cccceee 


Metropolitan Life Building 
50 O’Connor Street 
Ottawa, Ontario 

K1A 0S6 


— Schedule III, Part I 
— an agent of Her Majesty 


The Honourable John Crosbie, P.C., Q.C., M.P., 
Minister for International Trade 


External Affairs 


1946; by the Canadian Commercial Corporation Act (R.S.C. 1985, 
c. C-14). 


Hugh Mullington 


The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 


WU ee ee ty on 606.3 493.8 399.5 380.9 
nil nil nil nil 
ee 8) ee)». ee nil nil nil nil 
Te Re lt, A 29.4 31.4 35) 36.3 
PRR rercrcr er rcnreecrr ee 11.8 16.1 15.8 17.6 
nil nil nil nil 
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CANADIAN COMMERCIAL CORPORATION 
AUDITOR’S REPORT 


TO THE MINISTER FOR INTERNATIONAL TRADE 


I have examined the balance sheet of the Canadian Commercial 
Corporation as at March 31, 1988 and the statements of operations 
and retained earnings and changes in financial position for the year 
then ended. My examination was made in accordance with generally 
accepted auditing standards in Canada, conforming with International 
Auditing Guidelines, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1988 and the result of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the 
Canadian Commercial Corporation Act and by-laws of the Corpora- 
tion. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 7, 1988 


BALANCE SHEET AS AT MARCH 31, 1988 
(in thousands of dollars) 


ASSETS 1988 1987 LIABILITIES 1988 1987 
Cashiand'short-termideposits!s..0c. nae sen eee eee 74,499 55,008 Accounts payable and accrued liabilities 0.0.0.0... 105,291 106,034 
Deposit with Receiver General for Canada (Note 1)........... 8,000 Advancesifromi customers ..c:... ce ssce ous 150,024 36,073 
Accounts receivable Progress payments received OF CUe..........cccecccsseeeeeeseseseeeseees 314,681 313,217 
Foreignigovernmentsi(INote.3) were recce eee es 104,923 111,141 Due to Government of Canada (Note 4) .........cccceeeeees ZN19 * 21945 
Government of Canada—Parliamentary appropriations Due to Defence Production Revolving Fund ..................006 292 
(NOte 4) ee eo eee arc enone neater 37 461 Provision for additional costs (Note 5) .........cccccccscesescseeeeseeees 4,014 3,181 
Defence Production Revolving Fund...............0.cccccseee 760 576,129 461,742 
ne Paseo ee ; SUE PRE eer ro nieces ea aerate ree cate a Hee ; Ap Employee termination benefits ..............cscsscsssssssessesssseeseeeenes 163 723 
VaNCes, LOISUPDIHEIS: se reer err ee ; ; Sent caniceucel 
Progressjclaims paidior duesn ee en eee 313,158 313,276 oe 
EQUITY OF CANADA 
Paidiinicapitali(Note!6)ieseee ee eee rae 10,000 
Contributedisurplus (Note'6))r-esece cee eeee ee ee aes 20,000 10,000 
Retainediearnings ert eee ee 9,440 11,388 
29,440 31,388 
606,332 493,853 606,332 493,853 — 


Certified correct: 


F.O. KELLY 
Comptroller 


Approved by the Board: 


H. J. MULLINGTON 
President 


J. CAMILLE GALLANT 
Director 
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CANADIAN COMMERCIAL CORPORATION—Continued 


STATEMENT OF OPERATIONS AND RETAINED EARNINGS 
FOR THE YEAR ENDED MARCH 31, 1988 
_ (in thousands of dollars) 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 


1. Authority and operations 


The Corporation was established in 1946 by the Canadian 


1988 1987 Commercial Corporation Act and is an agent Crown Corporation 
listed in Part I, Schedule C of the Financial Administration Act. 

Revenues The Corporation is not subject to income taxes. 

BemContract billings a*aqni.fe. fe eh Rae oe ae 681,601 774,879 The Corporation acts as the prime contracting agency when 
Fees and other income 2,404 715 other countries and international agencies wish to purchase prod- 
NECEESU ANRCOMIG ores e ieee tae hee eR eee Re 3,674 2,763 ucts and services from Canada on a government-to-government 

687,679 778,357 baie. 

Expenses Contracts are made with foreign governments and correspond- 
Cost of CONUTACEIDININ GS eee ee cee ee ee 681,601 774,879 ing contracts are entered into with Canadian firms by the Corpo- 
PACOIONS CONUEA CE COSES fs aces screener tes otek es eee oa esse 121.405 Patton 

BB Srvisprovidai by Supply énd'Serices Canada i 4 o9ysen 10,354 _ln December 1987, the Government rescinded the fee for ser 

BPA CIninistrativets tn :..2)2re. Wien. ne oe oo are ae Tl 7,665 BASS. system, thus ratifying the suspension by the Minister for 
icon SRA ed ilo a0) Yor de treieedy cn ates \honl 11 22 International Trade of December 1986. 

___ Legal fees and expenses charged by Department of Jus- Supply and Services Canada provides contracting services to 

ICON OLE) 7) oe oe orn Ba Dias reer aE ch eae 635 505 the Corporation at predetermined rates approved by Treasury 

MR CONGONGATION LA Lee A eesre tat, cecttsace Soest. Goslloeae 493 Board, based on the amounts of contracts procured, and provides 

| 700,320 796,525 certain administrative functions at cost. 

Cost of operations before loss on foreign exchange and If the Minister so directs, the Corporation is required to pay to 
extraordinary 1tenl sees eee ee OLE WM 12,641 18,168 the Receiver General for Canada any funds that the Minister con- 

_ Loss on foreign exchange (Note 8)... LIS 1,235 siders to be in excess of requirements. Any such payments are on 

_ Cost of operations before extraordinary item...............0.....0.. 13,756 19,403 deposit with the Receiver General for Canada and can, on the 

extraordinary item (Note 9)... le 959 request and in the opinion of the Minister, be returned to the Cor- 

Beer OSU OF OPEL ALONG merci. enr thera ta eh oer. inet Be 13,756 20,362 poration when required. During the year, an amount of $8 million 

Parliamentary appropriations ucsadedsed ease toe we Westie ek tee Wieet aces wees 11,808 16,095 that had been deposited with the Receiver General for Canada 

_ Excess of net cost of operations over parliamentary appro- was returned to the Corporation. In the opinion of the Corpora- 
PLIALIONS «....-sssesoeesesevseeeeseneseeteessseeennneeeeetnneeanssnnneeesensteny 1,948 4,267 tion and the Minister, these funds were required to meet funding 

| Retained earnings at beginning of the year ................c008 11,388 15,655 requirements. 

mRetained earnings at end of the year.................csc.cccsesesee0s- 9,440 11,388 

2. Significant accounting policies 
(a) Contract billings 
Revenues from contracts are recorded at the time of delivery 

_ STATEMENT OF CHANGES IN FINANCIAL POSITION except in the case of contracts involving progress payments, 

FOR THE YEAR ENDED MARCH 31, 1988 in these cases, revenues are recorded at the time the progress 

(in thousands of dollars) payments become due from customers. Since title to work-in- 


progress covered by progress claims has not passed to cus- 
tomers, the Corporation sets up a corresponding liability and 


1988 1987 cost of contract billings. The Corporation records all progress 
claims by its suppliers as assets. These assets and liabilities 
| Financing Activities are reduced, in accordance with contract terms, as deliveries 
Parliamentary appropriations are accepted. 
PATHOUDU Ura WiC OWIe et easter tetas cress ee snessinenasecetethass 11,808 16,095 : . 
Adjusted for decrease in receivable from Government (b) Foreign currency translation 
CO IKBEN Pu Eee ae ce te Oe 424 628 Assets and liabilities denominated in foreign currencies are 
Dew Ge translated into Canadian dollars at the year-end exchange 
_ Operating Activities rates. Revenues and expenses are translated at the average 
Operations exchange rates for the month in which the transactions occur. 
Neti. costseof operationstaes «2-2 at ite cee a 13,756 20,362 Gains and losses resulting from translations are shown in the 
Adjustments for statement of operations and retained earnings. 
EXtragrdinanylemcs cs rw hac sue enen renee ees (959) 
Operating balances from customers and to sup- (c) Parliamentary appropriations 
pliers SES7 Sah Saye even anes veveesies an sicd “80 peo tsa tsa sg coe ( 4,828) 10,731 Parliamentary appropriations are recorded in the year in 
Advances and progress claims from customers and : ; ; Agha s eee 
POISUD PENS Ge xe cece cert ey Peep eee. (8,187) (9,566) which the corresponding Wier iy sc cas eae 
Motalicashaseds.25 + ts ve. geet ee Oe ey coon rencs 741 20,568 upon only as cash disbursements are made. 
Increase (decrease) in cash and cash equivalents.............. 11,491 (3,845) (d) Pension plan 
Cash and cash equivalents at beginning of year................ 63,008 66,853 Employees participate in the Public Service Superannuation 
Cash and cash equivalents at end of year oo... 74,499 63,008 Plan administered by the Government of Canada. Contribu- 
Represented by tions to the Plan are required from both the employees and 
Cash and short-term deposits............-c:cccsececeeneerennienns 74,499 55,008 the Corporation. These contributions represent the total obli- 
Deposit with Receiver General for Canada .................0.0... 8,000 gation of the Corporation and are charged to income on a 
74,499 63,008 current basis. 
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CANADIAN COMMERCIAL CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


3: 


(e) Employee termination benefits 


Employees of the Corporation are entitled to specified termi- 
nation benefits, calculated at salary levels in effect at the 
time of termination, as provided for under collective agree- 
ments and conditions of employment. The liability for these 
benefits is recorded in the accounts as the benefits accrue to 
employees. 


Accounts receivable from foreign governments 


As at March 31, 1988, the Corporation has provided $981,000 
(1987—$996,000) to cover the possible non-collection of certain 
accounts receivable from foreign governments. 


. Government of Canada 


As at March 31, 1988, funds to cover expenses of $37,000 
applicable to 1987-88 appropriations had not been drawn and 
$2,119,000 had not been paid to various government departments. 


. Contractual obligations 


As at March 31, 1988, the Corporation was obligated to fulfill 
contracts with customers amounting to $1.176 billion (1987— 
$1.132 billion). 

The Corporation is responsible to its customers for the. perform- 
ance of its suppliers and thus may incur additional contract costs 
on default of a supplier. A provision of $4,014,000 (1987— 
$3,181,000) has been made for estimated additional contract costs 
which may be incurred if certain suppliers are unable to meet 
their contractual obligations. 


. Contributed surplus 


In accordance with the Government’s policy to adjust Canada’s 
recorded loans, investments and advances to Crown Corporations, 
Treasury Board authorized the forgiveness of an advance of $10 
million previously recorded by the Corporation as paid in capital. 
The forgiveness of this advance was subsequently approved by 
Parliament in 1987-88 Supplementary Estimates (C) and has 
been credited to contributed surplus. 


. Legal fees and expenses charged by Department of Justice 


The Corporation has been directed by Treasury Board to reim- 
burse the Department of Justice for legal fees and expenses result- 
ing from the action taken against the Corporation related to the 
contract referred to in Note 10(a). These costs amounted to 
$635,000 (1987—$505,000). 


. Loss on foreign exchange 


Contracts with foreign governments and corresponding con- 
tracts with Canadian suppliers are entered into the same cur- 
rency. This reduces the Corporation’s exposure to gains or losses 
due to fluctuation in foreign exchange. The Corporation main- 
tains some working capital in U.S. currency to facilitate the cash 
flow between foreign customers and Canadian suppliers. The Cor- 
poration earns income from investments of the U.S. currency 
working capital and, at times, may be required to incur expenses 
in U.S. currency for additional contract costs, should suppliers not 
meet their obligations under a contract. The reported loss on for- 
eign exchange for the years ended March 31, 1988 and 1987 is 
mainly attributable to the change in exchange value of the cur- 
rency. 


y). 


10. 


PUBLIC ACCOUNTS, 1987-88 


Extraordinary item 


In 1986-87, the Corporation adopted the accrual basis for 
accounting for employees’ annual leave and termination benefits. 
Previously, annual leave and termination benefits were expensed 
as disbursements were made. This change was made prospectively 
and its effect was to increase the cost of operations in 1986-87 by 
the net amount of $959,000 required to set up a liability for 
annual leave and a provision for employee termination benefits. 


Contingencies 


(a) The Corporation has been named as defendant in a lawsuit 
instituted in 1975 alleging losses resulting from the termina- 
tion of a portion of a contract and seeking damages of $6.8 
million plus accrued interest and costs. Based on the advice 
of legal counsel, management is of the opinion that no provi- 
sion for possible loss in respect of this suit is required. 


(b) The Corporation has been named as defendant in legal pro- 
ceedings instituted in 1985, alleging losses resulting from a 
breach of contract by the Corporation and seeking damages 
of $744,000. The action is being contested by the Corpora- 
tion and the ultimate outcome is uncertain. A review of the 
facts and law by counsel indicates that there is no liability on 
the part of the Corporation. On the basis of that opinion, 
management is of the view that no provision for possible loss 
in respect to these proceedings is required. 
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SUMMARY PAGE 


CANADIAN DAIRY COMMISSION 


| MANDATE 


| To provide efficient producers of milk and cream with an opportunity of obtaining a fair return for their labour and 
_ investment and to provide consumers of dairy products with a continuous and adequate supply of dairy products of 
| high quality. 


| BACKGROUND 


| Established in 1966, the corporation administers the following elements of the federal dairy program: calculation of 
Target Price for manufacturing milk and cream; market support for the Target Price through a nationwide offer to 
purchase butter and skim milk powder; payment of subsidy on eligible milk and cream shipments; international 
_marketing of dairy products not required for domestic consumption; receipt of levies collected by provinces from 
farmers to finance the cost of exporting products surplus to domestic requirements; and coordination of national 
supply management of industrial milk production. 


CORPORATION DATA 

: HEAD OFFICE Pebb Building 

| 2197 Riverside Drive 

| Ottawa, Ontario 

| K1A 022 

ISTATUS — Schedule III, Part I 

| — an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Wise, P.C., M.P. 
DEPARTMENT Agriculture 

-YEAR AND MEANS 1966; by the Canadian Dairy Commission Act 
OF INCORPORATION (R.S.C. 1985, c. C-15). 

| CHAIRMAN AND CHIEF Roch Morin 

EXECUTIVE OFFICER 

| AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends July 31. 


1986-87 1985-86 1984-85 1983-84 
At the end of the period 


TESTE SSIS: CP Sa Lac fet ot gt ge nr Tea 212.2 259.8 333.6 304.0 

Be EHIONS AG NELDIIV ATE SECLOL ccc csneteenct eee nee en ne 7119 89.9 58.2 60.6 

LB EIO MRO ANAC ier me Sh RR. tak dls bo sit 85.8 PA p72 234.3 180.4 

|e 6) hag Cie ECE ID Reine nr me ae ene nil nil nil nil 
Cash from Canada in the period 

oS i POSES a adh EVE ea ek pC et Oe nO 287.0 292.2 314.4 303.6 

Be OTe DRO REEL Ys Mees Mer cacee) cance scarce arhacceniencsanidiarcusoe (41.5) (108.0) 53.9 (51.3) 


* Includes payments via the Agricultural Stabilization Board. 
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CANADIAN DAIRY COMMISSION 


THE AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED JULY 31, 1988 
WERE NOT AVAILABLE AT DATE OF PRINTING 


PUBLIC ACCOUNTS, 1987-88 


CANADIAN DAIRY COMMISSION—Continued 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL 
STATEMENTS 


Management is responsible for the financial statements and related 
information presented in this annual report in accordance with the 
Financial Administration Act (FAA) and its regulations. The financial 
statements have been prepared in accordance with generally accepted 
_accounting principles and where appropriate, include amounts based 
on management’s estimate and judgement. 


The Commission has maintained books of account, records, financial 
and management control, information systems and management prac- 
| tices. These are designed to provide reasonable assurance that assets 
| are safeguarded and controlled, the transactions of the Commission 
|are in accordance with the FAA, the applicable regulations, the 
Canadian Dairy Commission Act and its by-laws. 


The audit committee meets to review internal controls, financial 
| statements and reports from external and internal auditors. It also dis- 
cusses the implementation of the suggested improvements in internal 
controls with the auditors and management. 


The Commission’s financial statements, accounting records and 
internal controls are independently audited by the Auditor General of 
_Canada whose report is included herein. 


Roch Morin 
Chairman 


Paul Simard 
Director of Finance 


BALANCE SHEET AS AT JULY 31, 1987 
(in thousands of dollars) 


ASSETS 1987 1986 


Accounts receivable 


SAGE CINOlE/S)) bares race ee cere was Pere se oe eee EES 13,063 20,118 
Government iofiCanada\...292.-.24en de eh eee $5,263 53,940 
PrOGUCen levies oi. Oo Rei oncs Serteore Ae ee ee se 78,398 95,794 
MVONITOTICS |CINOLG.4 ) nieces ee a enn rina vanes teh 65,455 89,950 


212,179 259,802 
Approved: 


ROCH MORIN 
Chairman 


KENNETH McKINNON 
Vice-Chairman 


PAUL SIMARD 
Director of Finance 
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AUDITOR’S REPORT 


TO THE MINISTER OF AGRICULTURE 


I have examined the balance sheet of the Canadian Dairy Commis- 
sion as at July 31, 1987 and the statements of marketing operations 
and financing by producer levies and dairy support program operations 
financed by Government of Canada for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Commission as at July 31, 1987 and the results of its 
operations for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Further, in my opinion, the transactions of the Commission that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the 
Canadian Dairy Commission Act and the by-laws of the Commission. 


D. Larry Meyers, F.C.A. 

Deputy Auditor General 

for the Auditor General of Canada 
Ottawa, Canada 
October 7, 1987 


LIABILITIES 1987 1986 
Accounts payable and accrued liabilities .....0.0.00.000 cee 41,053 34,067 
Subsidies payable to producers ............c:cccccccccscesseseeresesveseseeees 54,621 53,887 


Allowance for losses on purchase commitments (Note 5).... 7,491 8,595 
Loans from Government of Canada (Note 6) ..........ccccc0000- 85,769 127,241 


188,934 223,790 
FINANCING BY PRODUCER LEVIES 


Excess of financing over cost of marketing operations 
(Note) ec ee einen oer ere 23,245 36,012 


212,179 259,802 
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CANADIAN DAIRY COMMISSION—Continued 


STATEMENT OF MARKETING OPERATIONS AND 


FINANCING BY PRODUCER LEVIES 
FOR THE YEAR ENDED JULY 31, 1987 
(in thousands of dollars) 


1987 

Sales: —Export: schicken. ee Se net ae 128,188 

—=DOMeStiC se. oi setcisics se tee RO ES 87,766 

215,954 

Costs of goods sold —Export...........ccccccceereceteeeteenes 285,081 

——TOMESTIC ©...) eosceecik ss scin sassy tien 58,788 

343,869 

LOSS:On Sales ites cetera 127,915 

Assistance and expenses 

Dalry: product assistance sere e sree etree ee 60,698 
Inventory write down and losses on purchase com- 

MitMeNtS eee es ee 29,321 
Carrying chargesth.s).e Gi Use seen see ae 6,549 
Provision for doubtful accounts .............cccccccceeereees 3,700 
Promotionvand GOnationt4..5..es reste see ste: 3,584 
SLTANSPOLt ASSISTANCE resend ac. ctcast acer eces cesta ess coeds sets 634 
Capital assistance fecoverieSp conse eeeeree ee eee (220) 

104,266 
Cost of marketing operations 0.0.0.0... 232,181 
Financing by producer levies (Note 7) 
Industrial milka(ScheduleiB) ecw eee eee 237,460 
iuidimilks(Schedule:@) ee ee ee 7,954 
245,414 
Excess of financing over cost of marketing operations 
(Schedules) eerncstincter ceed w enn ener: 1135233 
Excess;ats beginning Olsyeare nt eee ees 36,012 
49,245 
Refunds of excess of financing over cost of marketing 
Operations eee ttc eect eee ere ee (26,000) 
Excess of financing over cost of marketing operations 
AUENCIOL YEAR nccrec cere come ree eee eet 23,245 


STATEMENT OF DAIRY SUPPORT PROGRAM OPERATIONS 


FINANCED BY GOVERNMENT OF CANADA 
FOR THE YEAR ENDED JULY 31, 1987 
(in thousands of dollars) 


Subsidies to producers of industrial milk and cream 
(Schedule:A) to. eee ee ea ee 
Carrying charges 
Prete h tics eereet acs er eer ene teen 
MLCT eS Ea piacea.: at bch omg va wan anne RR an est 
SOLA Be Aron er ct escrete eer re me tne a Re nr eA ee 
Handlingand other serene. ere eee ce 


AAGMINIStrAlIVe EXPENSES ee ee ee ee eee 
Costiof production StUuGy aus teen eee ee ee 
Cost of dairy support program operations .............00cc00000 

Financing by Government of Canada (Note 7) 
Agricultural Stabilization Board ............ccccccceeseeseseeeeeerees 
Parliamentary. appropriationn... ccc 
Government departments which provided services with- 
QU DMCM AT SC eee eee eerie Tt 


1987 


279,912 


812 
619 
S/T) 
220 


2,228 


4,503 
440 


287,083 


282,580 
4,426 


77 
287,083 


1986 


152,546 
77,974 


230,520 


289,024 
51,944 


340,968 
110,448 


60,695 


64,203 
4,648 
2,300 
1,220 

359 
(615) 

132,810 

243,258 


271,400 
7,870 
279,270 
36,012 


36,012 


36,012 


1986 


PAA 


1,884 
6,477 
2,000 

365 


10,726 
4,191 


292,228 


288,037 
4,119 


12 
292,228 
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NOTES TO FINANCIAL STATEMENTS 
JULY 31, 1987 


1. The Commission 


The Canadian Dairy Commission is a Crown corporation 
named in Schedule C, Part I of the Financial Administration Act 
and is not subject to the provisions of the Income Tax Act. The 
objectives of the Commission, as established by the Canadian 
Dairy Commission Act 1966-67, are “to provide efficient pro- 
ducers of milk and cream with the opportunity of obtaining a fair 
return for their labour and investment and to provide consumers 
of dairy products with a continuous and adequate supply of dairy 
products of high quality”. 


. Significant accounting policies 


Foreign currency translation 


Each asset, liability, revenue and expense arising from a foreign 
currency transaction is translated into Canadian dollars at the 
exchange rate in effect at the date of transaction. Monetary items 
denominated in a foreign currency at the balance sheet date are 
adjusted to reflect the exchange rate in effect at that date. Any 
exchange loss or gain, arising on translation or settlement of a for- 
eign currency item, is charged or credited to marketing operations 
financed by producer levies. 


Inventories 


Inventories are valued at the lower of cost and net realizable 
value. 


Purchase commitments 


Purchase commitments are made pursuant to the offer-to-pur- 
chase program or for other dairy products not in inventory to 
meet sales commitments. The offer-to-purchase program is 


designed to manage the supply of industrial milk and cream in 


Canada so that domestic and export requirements for manufac- 


tured dairy products are met while avoiding surplus production. 


Losses on commitments to purchase production prior to July’ 
31, 1987 of skim milk powder at Canadian support prices and 


other dairy products at negotiated contract prices, which are usu- 
ally higher than export prices, are charged to marketing opera- 
tions financed by producer levies at the time the purchase com- 
mitment is made. 


. Trade accounts receivable 


Trade accounts receivable are net of an allowance for doubtful 
accounts of $8.3 million (1986—$4.6 million). 


. Inventories 
1987 1986 
(in thousands of 
of dollars) 
Cost 
BUC Chere cree erasure eta ca ene ence 53,171 93,063 
Skimimilk powders. as. cess an re ees 25,574 39,692 
Otherdairyproductsizs 2. sere eee eee eae 8,541 12,803 


87,286 145,558 
Less allowance for write down 


Butter ere t ii be en ee 390 24,749 
Skimimilk powder een ee ee ee 16,668 26,468 
Otheridairyiproducts.c.2..o-eee 4,773 4,391 
21,831 55,608 

Net book Value tte o ott ew rer ee ont 65,455 89,950 


Inventories, which are initially recorded at cost, have been writ- 
ten down to their net realizable values as the prices of surplus 
dairy products are substantially lower on the world market than 
domestic support prices and costs. The inventory write down has 
been charged to marketing operations financed by producer levies. 
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CANADIAN DAIRY COMMISSION—Continued 
NOTES TO FINANCIAL STATEMENTS 


JULY 31, 1987—Concluded 


5. Commitments 


As at July 31, 1987, the Commission was committed to pur- 
chase skim milk powder produced prior to that date at Canadian 
support prices and other dairy products at negotiated contract 
prices for approximately $11.4 million (1986—$13.7 million). 
Losses which may result from these purchases at higher than 
export prices have been estimated at approximately $7.5 million 
(1986—$8.6 million) and have been charged to marketing opera- 
tions financed by producer levies. 


. Loans from Government of Canada 


The loans are obtained to finance the purchase of dairy prod- 
ucts under the dairy support program. There are no specific terms 
of repayment. However, loans are repaid on a regular basis as and 
when funds are available. The Commission is authorized to bor- 
row to a maximum of $300 million. Interest is calculated on a 
simple basis and paid at the time of any principal repayment. The 
interest rates during the year varied from 6.923% to 9.25% 
(1986—8.125% to 11.875%). 


Loan transactions for the year are summarized as follows: 


1987 1986 
(in thousands 
of dollars) 
Balance at beginning of year....................00 127,241 238,599 
BOLE OW IN GS cyte eee cscs os este iet ccs taeneces bose coves 299,608 289,410 
Repayments ..).-20.:.scetres emer ctiees (341,683) (401,719) 
Accrued interest at end of year..............0000 603 951 


Balance avendiolt year cinco cseestveceescoccsses 85,769 127,241 


. Financing 


Government of Canada 


The Agricultural Stabilization Board, through Agriculture 
Canada Vote 15, provides financing to the Commission for the 
benefit of producers for the purpose of stabilizing the price of 
industrial milk and cream. During the year ended July 31, 1987, 
financing for this purpose amounted to $279.9 million. In addi- 
tion, interest expense and carrying charges associated with the 
purchase of skim milk powder amounting to $2.2 million are 
financed by the Government of Canada up to a maximum of $10 
million. 


Administrative expenses are financed by Agriculture Canada 
Votes 40 and 45 (1986—Votes 40 and 55). 


Producers 


Producers are responsible for all costs of disposal of surplus 
products including all losses on special export production under 
the export quota program and for carrying charges on surplus 
dairy products except for skim milk powder. These costs are 
financed through producer levies which are charged and collected 
by the provincial marketing boards and agencies and remitted to 
the Commission. 

In accordance with Section 36 of the Memorandum of Agree- 
ment to the National Milk Marketing Plan, the treatment of any 
excess of financing by producer levies in respect of marketing 
operations is determined by the Canadian Milk Supply Manage- 
ment Committee. 
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. Agents’ commissions 


The Commission has used the services of agents for the sale of 
dairy products on the export market. Sales commissions, which 
are included in cost of goods sold, are as follows: 


1987 1986 

(in thousands of 
dollars) 

Coopérative Fédérée de Québec, Canada...........0.....0.0.. 780 1,895 
oc MOEXporissinc:.@anaGa at nna ne eee 565 631 
Intercontinental, Mexico sos eee 710 555 
Gestion Y. Dessarrollo—Commercial S.A., Peru ........... 581 433 
Canada Expa (1980) Inc., Canada... 5 3 
26390 Oso ly. 


. Financial statement presentation 


A statement of changes in financial position has not been 
included because, in the opinion of management, it would not pro- 
vide any meaningful additional information. Further, certain com- 
parative amounts have been reclassified to conform with the pres- 
entation adopted in the current year. 


SUBSIDIES TO PRODUCERS OF INDUSTRIAL 
MILK AND CREAM 


FOR THE YEAR ENDED JULY 31, 1987 SCHEDULE A 
Subsidies! 
1987 1986 
(in thousands 
of dollars) 
Prince: Edwardilsiandi-.-s ence nete ee tee ees 5,286 215 
NOVA SCOLLA epee teen etrra eo teccn sitter 3,531 3,483 
NeweBrunswicKicrtececreted cece cae cies tossteceve: eee eee 3,683 3,632 
QU CDEC errr ee eer ote WE ete cha ie Seg 133,747 132,004 
Ontario ses corer ee anes 86,450 86,227 
Manitoba birccde loco rine. cetera erat the eee nes 10,903 10,759 
Saskatchewan cc cee ee eet eon errs eg eek ees, 7,231 7,199 
(Al Bertani meta ree te ee cca eer i Wes Ui ee 18,718 18,518 
BritishiColum biases seers re ee, reer er ee eee eee 10,363 10,274 


279, DU2N2T753 11 


(in thousands 
of kilograms) 


EligibleshipmentSn. cose ne ea eree eee einer ree. 167,112 165,559 


'Subsidies are paid at a rate of $1.675 per kilogram of butterfat on eligible ship- 
ments. 
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CANADIAN DAIRY COMMISSION—Continued 
PRODUCER LEVIES ON INDUSTRIAL MILK 


PUBLIC ACCOUNTS, 1987-88 


FOR THE YEAR ENDED JULY 31, 1987 SCHEDULE B 
Producer Levies 
Milk Shipments In Quota Over Quota Total 
1987 1986 1987 1986 1987 1986 1987 1986 
(in thousands of litres) (in thousands of dollars) 
PrinceEdwarddsland/2iviccn tennessee 76,132 76,826 4,239 4,629 130 4,239 4,759 
Nova Scotian. 5.25. ircniiccen renee etn eas 58,014 53,249 2,937 3,105 1,966 612 4,903 Ser al 
New. Brunswick. jc73 canoes nce sean cents 54,546 53,793 3,018 3,247 164 3,182 3,247 
QUEDEC re tte ere ee nan ae es 2,174,790 2,174,677 117,861 127,749 117,861 127,749 
ONTALIO Ree etic ree ere RR oes 1,246,143 1,291,746 62,882 76,385 11,463 62,882 87,848 
Manitobaierne ccc cis ere e ean nas ore Oe 151,467 147,709 8,376 8,696 492 8,868 8,696 
Saskatchewan?a recuse eee eee aera 104,360 100,133 5,454 5,775 5,454 5,775 
AIDE ra Se re eres ae eT EE 296,777 287,651 16,111 17,162 3,059 1,449 19,170 18,611 
British'Columbiazy escent eee ser ioc 173,088 169,961 9,123 9,834 1,778 1,164 10,901 10,998 
4,335,317 4,355,745 230,001 256,582 7,459 14,818 237,460 271,400 


PRODUCER LEVIES ON FLUID MILK 
FOR THE YEAR ENDED JULY 31, 1987 SCHEDULE C 


Producer Levies! 


1987 1986 
(in thousands 
of dollars) 

PrincesBdwardilsland yee oc-ccsscesceccses se aasee ees 42 42 
INovaiSCotia series nce creo iece en ne sce cnn eases 347 350 
ING We ISRUNS WICK ries eee or esee ks ese ses 212 211 
Queers rte iccan tcc sceterees tatu snticvesasiseoster scott mentees 2,034 2,017 
ONtARIOOI as eace os tcreee ee edie eeees iiceava mes seeteuseoiees 2,981 2,927 
Manitoba ric rere ree cia seretirttes 329 320 
Saskatchewa nicer cccccccc cece eae earners 298 293 
FNS PS Rea Oh Se ol aR ST a A ay eR 780 776 
British; Colum Dia'.2:2.<c1-0 soe sevise tee ee eee eee 931 934 

7,954 7,870 


(in thousands 
of litres) 


Sales eceereeecs otc cseceseratcriseies eects wie eeeees mten center eeessnstes 2,645,303 2,610,789 


'Calculated at a rate of 30.15¢ per hectolitre of sales. 
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CANADIAN DAIRY COMMISSION—Concluded 


MARKETING OPERATIONS AND FINANCING BY PRODUCER LEVIES 
FOR THE YEAR ENDED JULY 31, 1987 SCHEDULE D 


1987 1986 
Skim Skim 
Milk Evaporated Other Milk Evaporated Others 
Butter Powder Milk Products! Total Total Butter Powder Milk Products! 
(in thousands of dollars) 
Sales —Export 0.0.0.0... 1,938 73,879 28,128 24,243 128,188 152,546 621 72,929 71,027 7,969 
—Domestic................ 82,027 5,739 87,766 77,974 77,974 
83,965 79,618 28,128 24,243 215,954 230,520 78,595 72,929 71,027 7,969 
Cost of goods sold PSS oS 
EEXDONC cee rine 9,532 171,280 41,856 62,413 285,081 289,024 1,909 161,417 105,584 20,114 
E—=DOMESLICR A .-eseet aces 55,081 3,707 58,788 51,944 51,944 
64,613 174,987 41,856 62,413 343,869 340,968 53,853 161,417 105,584 20,114 


(Profit) loss on sales ......... (19,352) 95,369 13,728 38,170 127,915 110,448 (24,742) 88,488 34,557 12,145 
Assistance and expenses 
Dairy product assist- 

ANCE Macnee epee rocsh 828 22,042 1,410 36,418 60,698 60,695 951 25,086 36 34,622 
Inventory write down 
and losses on pur- 


chase commitments .. 390 22,524 Ws 5,232 29,321 64,203 24,749 34,301 3,916 1,237 
Carrying charges........... 5,701 96 572 180 6,549 4,648 3,316 27 1,242 63 
Provision for doubtful 

ACCOUNTS nee 2,800 900 3,700 2,300 1,700 600 
Promotion and dona- 

HON Bre ccee er 2,004 1,571 9 3,584 1,220 804 416 
Transport assistance..... 634 634 359 359 
Capital assistance 

ROCOVELICS se eee (220) (220) (615) (132) (483) 

9,557 46,233 5,746 42,730 104,266 132,810 29,375 60,218 7,178 36,039 
Cost of marketing opera- 
BONS see ee ee (9,795) 141,602 19,474 80,900 232,181 243,258 4,633 148,706 41,735 48,184 
Financing by producer 
LEVIES ee Seve erence gees 245,414 279,270 


Excess of financing over 
cost of marketing opera- 


TONS Stetson 13,233 36,012 
Volume Volume 
(in millions) (in millions) 

Kilo- Kilo- Kilo- Kilo- Kilo- Kilo- 
grams grams Cases grams grams grams Cases grams 
Ba lesh y0e Ieeeee 18.3 73.0 eS 14.8 16.4 69.9 4.1 Sit 
BAIT CNASCSINT. Soe ce soreesseece 9.8 67.9 Al 15.9 1322 63.4 3.5 4.7 


MIncludes whole milk powder and cheese. 
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SUMMARY PAGE 
CANADIAN FILM DEVELOPMENT CORPORATION 


MANDATE 
To foster and promote the development of a feature film industry in Canada. To administer the Canadian Broadcast 


Program Development Fund and the Feature Film Fund for private sector development of television and feature film 
productions meeting specific standards of Canadian content. 


BACKGROUND 


The scale of the corporation’s activities has increased since 1981 with the inception of new government programs in 
support of the domestic television and feature film productions industry. 


CORPORATION DATA 
HEAD OFFICE National Bank Tower 
600 de la Gauchetiére Street, West 
Montreal, Quebec 
H3B 4L2 
STATUS — an agent of Her Majesty 
— exempted from Divisions I to IV of Part X of the Financial 
Administration Act; subject to Part VIII of this Act as it read 
immediately before the (1984) repeal thereof. 
APPROPRIATE MINISTER The Honourable Flora MacDonald, P.C., M.P. 
DEPARTMENT Communications 


YEAR AND MEANS 


1967; by the Canadian Film Development Corporation Act, (R.S.C. 


OF INCORPORATION 1985, c. C-16). 

CHIEF EXECUTIVE Pierre Desroches 

OFFICER 

CHAIRMAN Edmund Bovey 

AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 
(restated ) 
At the end of the period 
NPOtSIVA SSeS Hoke 0 oo. scecensacteat es aia ot ee 213 27.0 13.0 j Bia w, 
Obligations tothe private sector ..-.. 2 .c...0 eee eee nil nil nil nil 
Obliigations:to: Canada +23 es Lee ee nil* 6.3 6.3 6.3 
Equity.of Ganada ©? 0.228 S eee eek tilt a on 19.9 19.8 10.1 8.2 
Cash from Canada in the period 
UROL ALY. cs ccsec ose don sahis ugh sen teste Gotten evans ee oot ee LIS 86.0 To 46.6 
— non-budgetary, net of repayments ..........0..0..0cccceeeeeeeeeeeee nil nil nil (2.7) 


* In 1987-88, pursuant to authorization, Canada forgave $6.3 million loan principal. 
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CANADIAN FILM DEVELOPMENT CORPORATION 
AUDITOR’S REPORT 


TO THE MINISTER OF COMMUNICATIONS 


I have examined the balance sheet of the Canadian Film Develop- 
ment Corporation as at March 31, 1988 and the statements of opera- 
tions, equity of Canada and changes in financial position for the year 
then ended. My examination was made in accordance with generally 
_ accepted auditing standards, and accordingly included such tests and 
_ other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
| position of the Corporation as at March 31, 1988 and the results of its 
| operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied, after giving retroactive effect to the change in accounting for 
| the parliamentary appropriation as explained in Note 7 to the financial 
' statements, on a basis consistent with that of the preceding year. 


Further, in my opinion, proper books of account have been kept by 
the Corporation, the financial statements are in agreement therewith 
_ and the transactions of the Corporation that have come to my notice 
_ during my examination of the financial statements have, in all signifi- 
| cant respects, been in accordance with the Financial Administration 
_ Act and regulations, the Canadian Film Development Corporation Act 
_ and the by-laws of the Corporation. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 3, 1988 


_ BALANCE SHEET AS AT MARCH 31, 1988 


_ ASSETS 1988 1987 LIABILITIES 1988 1987 
$ $ $ $ 
(Restated) (Restated) 
Current Current 
Loans , Accounts payablemersn ere ante eee 7,251,763 6,934,431 
Canadian programming. ..............:cccccceeceseeeee 628,950 3,568,245 Provision for employee termination benefits............ 190,494 276,504 
Feature films 
Interimifinancingeee..ci.cnthe eee ae 4,367,763 3,548,591 aL Sie 
Permanent financing...............cccccccccceeeeseeeeee 1,052,182 2,345,986 
; 6,048,895 9,462,822 LINE CUBS Ns ES 
Parliamentary appropriation receivable Equityone@anada (Notew))mmncn are eee 19,892,439 19,763,971 
(Notes Stand 7) rece eee ee 16,057,183 14,251,365 
ACCOUNTS FeCOlVa Dl@n ce neg ee ee rae 423,862 995,769 
IBTOpaidiexpenses renee ese ag rane 949,818 696,265 


| 23,479,758 25,406,221 
Long-term loans 


Canadian programming scccscccccscccccs-sensesceessessss ses 100,000 
Feature films 
Interim financing s-cse..0-. ates eee 917,400 242,500 
Rermanent. financing, 6 vost acne 1,000,000 395,000 
2,017,400 637,500 
mixed assets (Note:4) 25 fiui2. 285.80 ees Lobes 1,837,538 931,185 
27,334,696 26,974,906 27,334,696 26,974,906 


ee ee ee rs Pi Ay Wie ee eke Cdr eer ied Cn ear co 
Approved by the Board: 


EDMUND BOREY 
President 


Approved by Management: 


PIERRE DESROCHES 
Executive Director 
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CANADIAN FILM DEVELOPMENT CORPORATION—Continued 
STATEMENT OF CHANGES IN FINANCIAL POSITION 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1988 


1988 1987 
Canadian 
program- Feature 
ming films Total Total 
$ $ $ $ 
Assistance expenses 
(Note 5) 
English production.......... 39,468,897 16,520,907 55,989,804 45,005,233 
French production........... 27,492,887 9,395,701 36,888,588 23,397,535 
Marketing and distribu- 
1310) Vector nha Wien cers reer 7,718,909 7,718,909 4,665,204 
Development of the 
INGUStL Vereen are 3,550,017 3,550,017 3,381,277 
66,961,784 37,185,534 104,147,318 76,449,249 
Revenues 
Management fees............ 665,913 239,062 904,975 1,679,040 
Interest on loans.............. 214,981 794,663 1,009,644 627,189 
880,894 1,033,725 1,914,619 2,306,229 
Cost of operations before 
administration expenses . 66,080,890 36,151,809 102,232,699 74,143,020 
Administration expenses Sata 
((Note(6) epee eee 6,160,833 3,760,018 
Cost of operations for the 
VERDI ase e Seer eee 108,393,532 77,903,038 
STATEMENT OF EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 31, 1988 
1988 1987 
$ $ 
(Restated) 
Balance at beginning of the year 
AS PreVIOUSL ys TEPOLtCC eae tere re eee 28,495,921 10,093,723 
Write-off of a portion of the parliamentary 
appropriation receivable for previous years 
(NOt eg]; ee Aen ree nace es cas. cosceer erences (8,731,950) (8,491) 
PSITCStALCU 7 Weert en eect neers 19,763,971 10,085,232 
Parliamentary appropriation for the year 
(INO CCST) Meet an ter inte ae eee erie ee eee tt, 108,522,000 87,581,777 
128,285,971 97,667,009 
GCostiofoperationsifor the yearn... 108,393,532 77,903,038 
Balanceatiendiotethenycareer snes eee ten 19,892,439 19,763,971 


FOR THE YEAR ENDED MARCH 31, 1988 


1988 1987 
$ $ 
(Restated) 
Operating activities 
Cost of operations for the year.........0....... (108,393,532) (77,903,038) 
Items not affecting liquidity 
Writé-otfiotloansis ste. = reac cee 2,523,090 444,510 
Depreciationyeest ener ee 455,554 301,196 
Increase (decrease) in the provision for 
employee termination benefits ........... (86,010) 101,004 
(105,500,898) (77,056,328) 
Net change in non liquidity items of 
working capital related to operations..... 635,686 2,919,623 
(104,865,212) (74,136,705) 
Investing activities 
Loans 
InvestnentS? coe ee er ee (12,914,428) (9,369,445) 
RE1IMBPULSCINEN LS en ee ee eee ee 12,425,365 2,688,068 
(489,063) (6,681,377) 
Acquisition of fixed assets.........0.ccccccee (1,361,907) (690,391) 
(1,850,970) (7,371,768) 
Financing activities 
Parliamentary appropriation for the year.. 108,522,000 87,581,777 
Parliamentary appropriation receivable 
(Note 7) 
Increasewvon they ecareeemestn een ee 1,805,818 6,073,304 
Balance at beginning of the year................ 14,251,365 8,178,061 
Balanceatiendiofithe years eevee te 16,057,183 14,251,365 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 


1. Authority and activities 


The Corporation was established in 1967 by the Canadian Film 
Development Corporation Act with the objective of fostering and 


promoting the development of a feature film industry in Canada. 
The Corporation has since been charged with the administration 
of the Canadian Broadcast Program Development Fund, estab- 
lished on July 1, 1983, within the framework of the Broadcasting 
Strategy for Canada as well as with the management of various 
new programs established under the National Film and Video 
Policy of May 1984. 

The Corporation is a Crown corporation subject to the provi- 
sions of Part VIII of the Financial Administration Act as it read 
before its repeal and as if it continued to be named in Schedule C 
of the Act. 


2. Significant accounting policies 
(a) Liquidity 


The financial operations of the Corporation are processed 
through the Consolidated Revenue Fund of Canada, thus the 
absence of bank accounts. For the purposes of the statement 
of changes in financial position, its liquidity consists of a par- 
liamentary appropriation receivable. 


(b) Loans 


Loans are shown on the balance sheet at their face value, less 
an allowance for losses. 
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CANADIAN FILM DEVELOPMENT CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Continued 


(c) Investments 


(d 


—S 


— 


(f) 


(g 


~— 


Funds advanced for feature films and Canadian program- 
ming, in return for a share in the proceeds, are expensed as 
assistance expenses in the year in which the advances are 
made. 


All proceeds, up to the amount of the related investment, are 
credited to expenses as a reduction of assistance expenses 
made during the year. Any amount in excess thereof is 
accounted for as revenues. 


Fixed assets 
Fixed assets are recorded at cost. 


Depreciation for furniture and equipment and the computer 
installations is provided for using the diminishing-balance 
method, at the annual rate of 20%. Leasehold improvements 
are amortized, using the straight-line method, based on the 
terms of the leases. 


Parliamentary appropriation 


The parliamentary appropriation voted to the Corporation 
for its objectives comprises an amount for the development of 
a feature film industry which can be carried forward to 
future years up to the amount of unused film receipts and 
another lapsing amount for the production of Canadian pro- 
gramming. The unlapsed parliamentary appropriation is 
credited to the Equity of Canada. The admissible unlapsed 
amount not used at the end of the year is presented on the 
balance sheet as a parliamentary appropriation receivable. 


Employee termination benefits 


On termination of employment, employees are entitled to cer- 
tain benefits provided for under their conditions of employ- 
ment. The cost of these benefits is expensed in the year in 
which they are earned. 


Pension plan 


All employees participate in the superannuation plan admin- 
istered by the Government of Canada. The employees and 
the Corporation contribute equally to the cost of the plan. 
This contribution represents the total liability of the Corpo- 
ration. Contributions in respect of current service and admis- 
sible past service are expensed during the year in which pay- 
ments are made. The terms of payment for past service are 
set by the applicable purchase conditions in effect, generally 
over the number of years of service remaining prior to retire- 
ment. 


3. Parliamentary appropriation receivable 


1988 1987 
$ $ 
(Restated) 
Development of the feature film industry 
(NOG 3) acheter ete ee nantes 7,675,238 10,568,818 
Canadian programming production ....................... 5,667,108 3,473,638 
Interim financing to producers and distributors 
offeature films ee cee te 2,714,837 208,909 


16,057,183 14,251,365 


4. Fixed assets 


1988 1987 
Accu- 
mulated 
depre- 
Cost ciation Net Net 
$ $ $ $ 


Furniture and equipment .. 1,259,517 602,097 657,420 515,499 
Computer installations....... 1,100,397 345,006 755,391 324,086 
Leasehold improvements .. 638,392 213,665 424,727 77,707 
‘Automobile’. 22000 0... 13,893 


2,998,306 1,160,768 1,837,538 931,185 


5. Assistance expenses 


1988 1987 
Canadian 
program- _- Feature 
ming films Total Total 
$ $ $ $ 
Investments ............... 74,305,523 33,481,737 107,787,260 76,647,101 
Proceeds from invest- 
WeNtSe ce eee (9,448,194) (2,245,759) (11,693,953) (6,914,633) 
Loans written-off ...... §20,120 2,002,970 2,523,090 444,510 


Reimbursements of 
loans _ previously 
written-off............... (43,318) 


65,377,449 33,238,948 98,616,397 70,133,660 

Operating expenses 
(Note 6)ieeeee 1,584,335 3,946,586 5,530,921 6,315,589 
66,961,784 37,185,534 104,147,318 76,449,249 


6. Operating expenses 


1988 1987 
$ $ 
Salaries and employee benefits ................ccecceeees 5,472,958 4,507,156 
ProfessionalserviCesse rece stn cettaee eeee eeeeee 1,585,663 1,058,176 
Printing, postage and office expenses.................... ieyesesy Epa be) 
Rent, taxes, heating and electricity ...............0..... 1,088,347 1,100,546 
SL TAV CL coon Seen ee Rr eae nen samen erase 647,703 750,434 
Depréciationtc cee ac. ce ec eres 455,554 301,196 
helephone anditelexen eet tee eee 371,745 319,978 
Consultantsifees set ee er heer eee 271377, 293,035 
AGVertisin Qe cteenecrtate ees reise aera ener 265,584 462,957 
Hlospitallit yea eee reg te neers 196,927 174,619 
Relocation expenses inseesre eerste erence ener eres 183,361 114,613 


11,691,754 10,075,607 
Portion applicable to assistance expenses 
(CNOtGES) eee rete tec te eeereroeaneys 5,530,921 6,315,589 


Portion applicable to administration expenses ...... 6,160,833 3,760,018 


7. Parliamentary appropriation receivable 


The Corporation has considered in the past that the unused por- 
tion of the parliamentary appropriation for the development of the 
feature film industry during a year could be carried forward to 
future years. During the current year, the Treasury Board has 
decided to limit this carry-forward, with retroactive effect, to the 
unused film receipts. In order to comply with this decision, the 
Corporation has retroactively written-off the amount of 
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CANADIAN FILM DEVELOPMENT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


$8,731,950 of the parliamentary appropriation receivable shown 
in its financial statements as at March 31, 1987, with a contra 
entry to the Equity of Canada of $8,723,459 in respect of the par- 
liamentary appropriation for the year 1986-87 and of $8,491 in 
respect of previous years. The financial statements for 1986-87 
were restated accordingly. 


8. Commitments 


As at March 31, 1988, the Corporation is contractually com- 
mitted to advance funds totalling $33,455,470 as loans and invest- 
ments, of which $14,693,686 are for French productions and 
$18,761,784 are for English productions. Further, it has accepted 
financing projects that may call for disbursements of approxi- 
mately $9,902,173 which $2,431,683 are for French productions 
and $7,470,490 are for English productions. 


The Corporation has entered into long-term leases for the 
rental of office space and equipment used in its operations. The 
aggregate minimum annual rentals payable during subsequent 
years are as follows: 


$ 
NOS eee, wire mee rove casee cee tas niserenecattvostMisers sSenstectetedstetetonses 1,285,002 
WN DO sais eect rire ees R ce td Sac sic ece sneer gies satis cans steactoet tae ener ote 1,289,899 
OD Vie Retreat eaees sce res coneren Mek steas ie tettetee eta nistatel en SeteSto 08 1,291,358 
OS Die eect water sAtears stn cca cubase ok auan sr closs caaterre Mearns ee 1,212,788 
Le es ope lent tein a edi ante ee Be ena RRR 1,347,182 
Daa OS ee cstertcssvesscreecterre coe sectcteemt ener tse estes of oereccruemnetce 4,798,577 


11,224,806 
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SUMMARY PAGE 


CANADIAN INSTITUTE FOR INTERNATIONAL PEACE AND SECURITY 


MANDATE 


To increase knowledge and understanding of the issues relating to international peace and security from a Canadian 
_ perspective, with particular emphasis on arms control, disarmament, defence and conflict resolution. 


-BACKGROUND 


) The corporation was established in 1984 by special Act of Parliament. That Act was amended (R.S.C. 1985, 15 Supp. 


(a) foster, fund and conduct research; 


c. 46) to give the corporation status under the Financial Administration Act resembling that of the cultural Crown 


-(b) promote scholarship; 


_(c) study and prepare ideas and policies; and 


corporations, being exempt from most provisions of Part X of the Act. The corporation is authorized to fulfill its 
mandate by the following means: 


-(d) collect and disseminate information on, and encourage public discussion as they relate to matters of international 


peace and security. 


CORPORATION DATA 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 
DEPARTMENT 


YEAR AND MEANS 
OF INCORPORATION 


CHIEF EXECUTIVE 
OFFICER 


CHAIRMAN 
AUDITOR 


307 Gilmour Street 
Ottawa, Ontario 
K1P 6L4 


— not an agent of Her Majesty 
— exempt from divisions I to IV of Part X of the FAA by s. 85(1) of 
that Act. 


The Right Honourable Joe Clark, P.C., M.P. 
External Affairs 


1984; by the Canadian Institute for International Peace and 
Security Act, (R.S.C. 1985, c. C-18). 


Geoffrey Pearson 


William H. Barton 
The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


At the end of the period 


BP OLA HASSE UR eras Oy tole Pare i ds 

Obligations to the private sector 

Obligations to Canada ...............0.0..... 

Bouiiv-Oleanadas see oss a 
Cash from Canada in the period 

ree OUND R CATV arte seis ee eridanbernnt 

—non-budgetary .........eee 


6 months to 
March 31, 
1987-88 1986-87 1985-86 1985 

iis eae a ee ee ge Se. 1.8 1.6 1.9 jee) 
nil nil nil nil 
A Ry i: DONE nil nil nil nil 
Arce EE POST RE 1.6 1.4 Ly 1.2 
een ee Rea cee oe 4.0 3.0 zy i hs 
nil nil nil nil 
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CANADIAN INSTITUTE FOR INTERNATIONAL PEACE AND SECURITY 


AUDITOR’S REPORT 


TO THE CANADIAN INSTITUTE FOR INTERNATIONAL 
PEACE AND SECURITY 

AND 
SECRETARY OF STATE FOR EXTERNAL AFFAIRS 


I have examined the balance sheet of the Canadian Institute for 
International Peace and Security as at March 31, 1988 and the state- 
ments of operations and equity of Canada and changes in financial 
position for the year then ended. My examination was made in accord- 
ance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as I considered necessary in 
the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Institute as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 21, 1988 


BALANCE SHEET AS AT MARCH 31, 1988 


ASSETS 1988 1987 


$ $ 


Current 
Cashvanditermideposits. e..-re i ee ere tere 
ACCIUCGA INTER CS then erence mee certs eee ener 
PrepaldiexpenseSzs.c oe meee ete ee 


1,640,860 1,368,743 
11,612 11,227 
41,120 15,557 


156935592) 10395,5271 


Furniture, equipment and leasehold improvements 
(CNOte 3) eed cases nce ee eerste 143,309 160,718 


1,836,901 1,556,245 


LIABILITIES 1988 1987 
$ $ 
Current 


Accounts payable and accrued liabilities .................... 240,093 154,297 


EQUITY OF CANADA 
EquityiofiGanadates estore ne: ce eee ee 1,596,808 1,401,948 


1,836,901 1,556,245 


Approved by the Board: 


WILLIAM H. BARTON 
Chairman of the Board 


GEOFFREY A. H. PEARSON 
Executive Director 
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CANADIAN INSTITUTE FOR INTERNATIONAL PEACE AND SECURITY—Continued 
STATEMENT OF OPERATIONS AND EQUITY OF CANADA 


FOR THE YEAR ENDED MARCH 31, 1988 


1988 
$ 
Expenses 
Programmes 
Responsive grants, awards and scholarship............ 905,114 
EU DIC] PIOBLAINIILICS entree eeceee se ogee trate eee eese tees 875,387 
IRESCATCHE Set Ae ck esc teeta ess PE ee RS 831,692 
Information.senvicesie+.. Ms. n.wihs nee eee 250,438 
2,862,631 
General administration and support 
PACININISLLALION hereon ie oie e ree ae eke 627,939 
ECCULIVE Rem OR Eee Pere eiee orrneec ie ose Gorton re 291,356 
BOaTCIOL DITECLOrS eee eee eee 98,644 
1,017,939 
3,880,570 
Revenue 
ENtELESMIN COME ay Fete. ec ee eae tee elie 75,430 
iINeticost of operations’.cyerecencs aa tet ere reacts esa. 3,805,140 
Parhamentary appropriation, .c..ssrcceecessresestocsecos eset 4,000,000 
Excess (deficiency) of parliamentary appropriation 
OVermetcOstolmoperallONSmesce eee ce eer tae 194,860 
Equity of Canada at beginning of the year... 1,401,948 
Equity of Canada at end of the year 1,596,808 


1987 


727,838 
706,359 
829,194 
245,567 


2,508,958 


582,778 
251,338 
63,655 


897,771 
3,406,729 


67,332 


3,339,397 
3,000,000 


(339,397) 
1,741,345 


1,401,948 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED MARCH 31, 1988 


1988 
$ 
Operating activities 
Cash used by operations 
INGE costiolioperations ere ge ees 3,805,140 
Item not requiring an outlay of funds 
Depreciation and amortization ..............00. (79,243) 
3,725,897 
Increase in accounts payable and accrued 
liabiliticseecd eee ee eee ee: (85,796) 
Increase (decrease) in accrued interest............ 385 
Increase (decrease)in prepaid expenses............ 25,563 
3,666,049 
Investing activities 
Acquisition of furniture, equipment and lease- 
holdiimprovementS ier beat ert eer ree: 61,834 
Financing activities 
Parliamentary appropriation.............0.ccceeee (4,000,000) 
Increase (decrease) during the year...................... AIS 
Cash and term deposits at the beginning of the 
ACE ba nae R ay ea ney RAEN PER Ty PSE TT 1,368,743 
Cash and term deposits at the end of the year..... 1,640,860 


1987 


8555 9,590 


(50,684) 
3,288,713 


(43,074) 
(465) 
(60,339) 


3,184,835 


70,408 


(3,000,000) 
(255,243) 


1,623,986 
1,368,743 


De 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 


Ie 


Authority and operations 


The Institute was established in June 1984 under the Canadian 
Institute for International Peace and Security Act (the Act) 
which was amended by Bill C-69. The Institute is exempt from 
Divisions I to IV of Part XII of the Financial Administration Act 
by s. 96(1) of that Act. 

The purpose of the Institute is to increase knowledge and 
understanding of the issues relating to international peace and 
security from a Canadian perspective with particular emphasis on 
arms control, disarmament, defence and conflict resolution, and 
to: 


(a) foster, fund and conduct research on matters relating to 
international peace and security; 


(b) promote scholarship in matters relating to international 
peace and security; 


(c) study and propose ideas and policies for the enhancement of 
international peace and security; and 


(d) collect and disseminate information on, and encourage public 
discussion of, issues of international peace and security. 


Significant accounting policies 


These financial statements have been prepared in accordance 
with generally accepted accounting principles. The significant 
accounting policies followed are: 


(a) Furniture, equipment and leasehold improvements 


Furniture, equipment and leasehold improvements are 
recorded at cost. Furniture and equipment are depreciated on 
the straight-line basis at an annual rate of 20%. Leasehold 
improvements are amortized, using the straight-line method, 
based on the duration of the lease. 


(b) Pension plan 


Employees participate in the Public Service Superannuation 
Plan administered by the Government of Canada. The Insti- 
tute’s contributions are equal to the contributions paid by its 
employees in respect of current services. These contributions 
represent the total liability of the Institute in respect of the 
pension plan and are recorded as expenses in the same period 
as the employees’ services are rendered. 


(c) Income taxes 
The Institute is exempt from any income taxes. 


(d) Parliamentary appropriation 


Parliamentary appropriation is recorded in the accounts on 
an accrual basis. Furthermore, the Act states that the Insti- 
tute shall be paid from the Consolidated Revenue Fund the 
following sums: 
$ 
5 million 

5 million or such greater 
amount as may be appropriated 
by Parliament. 


NOS 8-8 eee ere ore raeniens 


(e) Grants, awards and scholarships 


Grants, awards and scholarships are charged to operations 
when the conditions of the agreement are met by the recipi- 
ent. 
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CANADIAN INSTITUTE FOR INTERNATIONAL PEACE AND SECURITY—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


3. Furniture, equipment and leasehold improvements 


1988 1987 
Accumulated 
depreciation 
and 
Cost amortization Net Net 
$ $ $ $ 
Furniturensc eee 152,843 84,160 68,683 93,747 
Equipments o.ee 110,890 40,680 70,210 36,058 
Leasehold improve- 
MENS sees scene 45,872 41,456 4,416 30,913 
309,605 166,296 143,309 160,718 


4. Commitments 


(a) Office lease agreements 
The Institute is in the process of finalizing an additional lease 
agreement for its new office premises effective June 1, 1988. 
Total commitments for lease payments are estimated at 
$224,000 for the fiscal year 1988-89 and $365,000 for each 
of the nine subsequent fiscal years. 
(b) Programmes 
The Institute is committed to make payments totalling 
approximately $1,155,700 in subsequent years ($1,069,500 in 
1988-89) subject to compliance by the recipients with the 
terms of the agreements. 
$ 
Responsive grants, awards and scholarships................... 644,300 
Research ss eee ee ee ee eet oe 360,000 
Bublic programmes erate ta se wee cea aera ners 149,000 
Information Services sc0 cocoon ine eee 2,400 
1,155,700 
SCHEDULE OF EXPENSES 
FOR THE YEAR ENDED MARCH 31, 1988 
Programmes General Administration and Support 
Responsive 
Grants, 
Awards 
and Public Board 
Scholar- Pro- Information Admini- of 
ships grammes Research Services Total stration Executive Directors Total 1988 1987 
$ $ $ $ $ $ $ $ $ $ $ 
Grants tence en etre eee 784,687 240,451 222,273 62,603 1,310,014 1,310,014 1,186,098 
Salaries and employee ben- 

OLS ae vans re oh 113,128 283,964 346,868 115,748 859,708 187,581 229,716 417,297 1,277,005 ‘1,104,771 
PuDIICAtIONS ereen  ea 281,811 120,435 402,246 402,246 354,458 
Transportation and com- 

MUNICAtIONS ee 4,206 15,656 47,398 125335) 79,595 77,390 31,170 39,020 147,580 PRA TS) 178,164 
REN Ge sen eee sca ere 12,812 11,242 3,348 27,402 168,684 168,684 196,086 184,713 
Conferences, workshops and 
PESCMUNGDS ttre mer 7,710 76,624 18,680 103,014 24,953 24,953 127,967 121,665 
Professional and special ser- 

VICES eras econ ane 3,093 31,067 4,936 7,954 47,050 23,505 5,517 24,874 53,896 100,946 77,073 
Materiel and supplies........... 1,916 1,916 29,770 33,602 64,238 64,238 97,840 78,300 
Depreciation and amortiza- 

OM a tecixnaattecannntscs 79,243 79,243 79,243 50,684 
Directors) feestee re ee 34,750 34,750 34,750 27,700 
Repair and upkeep................ 24,596 24,596 24,596 42,951 
Miscellaneous). ......c:..c<c<ss0+- 2,702 2,702 2,702 152 

905,114 875,387 831,692 250,438 2,862,631 627,939 291,356 98,644 1,017,939 3,880,570 3,406,729 
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CANADIAN LIVESTOCK FEED BOARD 


MANDATE 


To ensure: availability of adequate feed grain to meet the needs of livestock feeders; availability of adequate storage 
for feed grain in eastern Canada; reasonable stability in prices for feed grain in eastern Canada, British Columbia 
and the Yukon and Northwest Territories; and fair equalization of feed grain prices in those regions. 


BACKGROUND 


Established in 1967, the Board executes its mandate by subsidizing the transportation costs of feed grains; by 
assessing requirements for feed grains and storage space and by collecting and disseminating related information; and 
by negotiating and coordinating with respect to storage, handling, transportation and cost of feed grains. Its programs 
are financed by budgetary payments from Canada. 


CORPORATION DATA 


HEAD OFFICE Suite 400 
5180 Queen Mary Road 
P.O. Box 177, Snowdon Station 
Montreal, Quebec 


H3X 3T4 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Charles Mayer, P.C., M.P. 
Minister of State for Grains and Oilseeds 
DEPARTMENT Agriculture 
YEAR AND MEANS OF 1967; pursuant to the Livestock Feed Assistance Act, (R.S.C. 1985, 
INCORPORATION c. L-10). 
CHAIRMAN AND CHIEF Denis Ethier 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 
At the end of the period 


TIRGS TES CP NORCO AR aR ee «aca ee rere ee AA Peal 2.4 25 pre 

IDC ALONSAO UNO DLIVale SECON 0c cenra an eee uae each nil nil nil nil 

MOUSER INO Me AlaCid torr Oak oo ea rans op rerme ecto) ee oe ots nil nil nil nil 

| EPaT STL age oy G1 G25 (10 6: Ripa aan OR: iene RE Ee nD ene 0.2 0.3 0.5 0.7 
Cash from Canada in the period 

SUES V Ee Pcl a sean aan art RO ER ana adenr etna Rien oe Meh Rael ante RET 18.6 172 16.8 18.7 


SST Pe FS eo eh ae cari ARR ne oot eR Pa nil nil nil nil 
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CANADIAN LIVESTOCK FEED BOARD 
AUDITOR’S REPORT 


TO THE MINISTER OF AGRICULTURE 
AND THE 
CANADIAN LIVESTOCK FEED BOARD 


I have examined the balance sheet of the Canadian Livestock Feed 
Board as at March 31, 1988 and the statements of operations, equity 
of Canada and changes in financial position for the year then ended. 
My examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Board as at March 31, 1988 and the results of its opera- 
tions and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Board that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Livestock Feed 
Assistance Act and regulations and the by-laws of the Board. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
May 31, 1988 


BALANCE SHEET AS AT MARCH 31, 1988 


ASSETS 1988 1987 
$ $ 

Current 

Accounts receivables ccs eer cree eee 2,633 6,038 

Parliamentary appropriations receivable .................... 1,762,837 1,968,320 

1,765,470 1,974,358 

Amounts recoverable under the new inland elevator 

construction assistance program (Note 3).................. 348,184 459,879 


2,113,654 2,434,237 


Approved by Management: 


PIERRE MORIN 
Director of Finance 


Approved by the Board: 


DENIS ETHIER 
Chairman 
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LIABILITIES 1988 
$ 
Current 
ACCOUNTS PAV a DLE een cerese eke ecoete secenens women eee 75,961 
Contributions paya Olen see. 1,723,963 
1,799,924 
Provision for employee termination benefits .................. 136,439 
1,936,363 
EQUITY OF CANADA 
Equity of Canadag 3 iiescce tees te mene eecre stone 177,291 
2,113,654 


1987 
$ 


59,095 
1,933,994 


1,993,089 
127,716 


2,120,805 


313,432 
2,434,237 
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CANADIAN LIVESTOCK FEED BOARD—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1988 


1988 
$ 
Contributions 
eedifreight.assistanCe.m sr attest eae ee: 17,233,844 
New inland elevator construction assistance 
(IN Gte)3)) erence ecetreree en nae een enero 14,000 
17,247,844 
Administrative expenses 
Salaries and employee benefits ...............0.::::000000 943,180 
BET AV CL Mee eee ote eer ene erste heres 92,397 
Rentalsh sey te estes. teen ess momn th eeetehes eo tatode 91,548 
shelephonet....2s0.cc5.. sep eae eee 49,188 
Stationery and office supplies ..............0c:csceee 48,711 
Publicationol reports erat ete ee 46,623 
IPOStAS Chere ster torte Sothes2 sc csraee eee ec stackves crores’ 44,732 
Professional and special services .............:.:cccc0c00 34,411 
Equipment and office furniture 0.0.0.0... 33,718 
leCtricitypeecee eee re cee tetera eons 10,865 
AGVisOfryicomimittee feesir meses cee tes ceec ee 4,000 
Accounting and cheque issue services .................. 3,000 
IMiscellancous(@ear. ca een enn ee 6,306 
1,408,679 
Cost of operations for the year................c.ssceccsss-s000-+ 18,656,523 
| STATEMENT OF EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 3], 1988 
1988 
$ 
Balance at beginning of the year................cc:ccceee 313,432 
Parliamentary appropriations ..0...0.....0..cceeeeeeeeees 18,517,382 
Services provided without charge by a government 
CO DATLINCN Dicer tee res te ere eee rece cere 3,000 
18,833,814 
Cost of operations for the year... 18,656,523 
Balance at end of the year............ sanederennvnssenanstasenniets 177,291 


1987 
$ 


15,834,547 


13,000 
15,847,547 


883,696 
79,380 
89,759 
48,180 
52,130 
40,649 
S927 
41,092 
11,023 
10,507 

2,375 
3,000 
8,562 
1,310,080 
17,157,627 


1987 
$ 


474,505 
16,993,554 


3,000 
17,471,059 
17,157,627 


313,432 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED MARCH 31, 1988 


1988 
$ 
Operating activities 
Cost of operations for the year .................005 (18,656,523) 
Items not affecting liquidity 
Provision for losses in respect of amounts 
recoverable under the new inland eleva- 
tor construction assistance program ......... 14,000 
Services provided without charge by a gov- 
ernment departmentie eee 3,000 
Increase in the provision for employee ter- 
Minavion) DENeliSwanee seer eae eee 8,723 
(18,630,800) 
Decrease in accounts receivable ..................0006 3,405 
Increase (decrease) in accounts payable........... 16,866 
Increase (decrease) in contributions payable ... (210,031) 
(18,820,560) 
Financing activities 
Parliamentary appropriations................0...:0006 18,517,382 
Investing activities 
Amounts recovered under the new inland 
elevator construction assistance program ..... 97,695 
Parliamentary appropriations receivable 
Increase (decrease) for the year .................000 (205,483) 
Balance at beginning of the year... 1,968,320 
Balance’atendiof the year t.nicce- cence 1,762,837 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 


1. Authority and objectives 


(17,157,627) 


13,000 
3,000 


19,616 


(17,122,011) 
4,944 

(22,637) 
127,728 


(17,011,976) 


16,993,554 


138,328 


119,906 
1,848,414 


1,968,320 


The Board, a Crown corporation named in Part I of Schedule C 
to the Financial Administration Act, was established in 1967 
under the Livestock Feed Assistance Act with the objective of 


ensuring: 


— the availability of feed grain to meet the needs of livestock 


feeders; 


— the availability of adequate storage space in Eastern Canada 
for feed grain to meet the needs of livestock feeders; and 


— reasonable stability in, and fair equalization of, feed grain 
prices in Eastern Canada, British Columbia, the Yukon Ter- 


ritory and the Northwest Territories. 
2. Significant accounting policies 


(a) Liquidity 


The financial operations of the Board are processed through 
the Consolidated Revenue Fund of Canada, thus the absence 
of bank accounts. For the purposes of the statement of 
changes in financial position, the liquidity consists of parlia- 


mentary appropriations receivable or payable. 


(b) Contributions 


— 


Feed freight assistance is charged to operations in the year in 


which shipments are made. 


Write-offs or provisions for losses of amounts recoverable 
under the new inland elevator construction assistance pro- 
gram are charged to operations in the year in which collec- 


tion is considered doubtful. 
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CANADIAN LIVESTOCK FEED BOARD—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


(c) Capital expenditures 


Purchases of equipment, office furniture, vehicles and costs 
of office renovations are expensed in the year of acquisition. 


(d 


—S 


Parliamentary appropriations 


Parliamentary appropriations are recorded in the Statement 
of Equity of Canada for the year to which they apply. 


(e) Services provided without charge 


An estimated amount for services provided without charge by 
a government department is included in expenses with an off- 
set to the equity of Canada. 


(f) Employee termination benefits 


On termination of employment, employees are entitled to cer- 
tain benefits provided for under their collective agreements 
and their conditions of employment. The cost of these ben- 
efits is expensed in the year in which they are earned. 


~— 


Pension plan 


All employees participate in the superannuation plan admin- 
istered by the Government of Canada. The employees and 
the Board contribute equally to the cost of the plan. This con- 
tribution represents the total liability of the Board. Contribu- 
tions in respect of current service and of admissible past ser- 
vice are expensed when paid. The terms of payment of past 
service contributions are set by the applicable purchase con- 
ditions, generally over the number of years of service remain- 
ing prior to retirement. 


(g 


. Amounts recoverable under the new inland elevator construction 


assistance program 


Under the new inland elevator construction assistance program, 
the Board contributed towards certain construction costs. As at 
March 31, 1983, all contributions by the Board had been paid to 
operators of the elevators. These operators are called upon to 
reimburse, without interest, part of the contributions received. 
Reimbursements are based on stored quantities from the fourth to 
the tenth year of operation of the new facility without exceeding 
40% of the contribution received. 

As at March 31, 1988, the Board estimates that the amounts 
that will be recovered, net of a provision for losses, total $348,184 
($459,879 as at March 31, 1987). Because of the basis for the cal- 
culation of reimbursements, it is not possible to determine the 
amounts that will be recovered during each applicable year. 
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CANADIAN NATIONAL RAILWAY COMPANY 


MANDATE 


To operate a national railway system and other transportation and related services. 


BACKGROUND 


The corporation was created out of more than 200 companies, many of them insolvent. Its creation avoided the 
emergence of a monopoly in railway transport. The corporation’s role was to mold a number of railway companies 
into one strong and commercially-competitive system, serving the entire nation. It was recapitalized in 1937, in 1952 
and again in 1978. 


CORPORATION DATA 
HEAD OFFICE 935 de la Gauchetiére Street West 
Montreal, Quebec 
H3B 2M9 
STATUS —Schedule III, Part II 
—not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS 1919; by the Canadian National Railway Act which was superseded 
OF INCORPORATION by the 1955 Act of the same name (R.S.C. 1985, c. C-19). 
CHIEF EXECUTIVE Ronald E. Lawless 
OFFICER 
CHAIRMAN (ACTING) Brian O’N. Gallery 
AUDITOR Touche Ross & Co. 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year.*** 


1987 1986 1985 1984 
At the end of the year 
POLAT AASSCES corer recon cee eure ce ere ee NOE. Gin 7,594 7,843 8,139 7,467 
Whlisasions' tO themrivate SCCLON secues- percent cary spaattetenkceriiexets 2,901 3,380 3047 2,696 
Obligations to°Camadaies (insides hs casesonacenspusierotdon ees 185 209 266 274 
Paitin, Canada bia. yee ecaiesiesecietevescraeteere cue TAU sos ca 3,101 3,005* 3,418 3,324 
Cash from Canada in the year 
rca) 8} TUU oA 5 EAR LR Ss GT, ee ot 20 9 7 
STO DTISELAT Y hee oho ioe fea eee renee ones ne nil nil nil 18 


* $328 million of capital stock cancelled as CN Marine Inc. was transferred to the Crown. 
** Excludes payments of a kind made to a general class of recipients and excludes cash for CN Marine Inc. 
*** Until 1986, CN Marine Inc. was consolidated within CNR. 
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CANADIAN NATIONAL RAILWAY SYSTEM 
AUDITORS’ REPORT 


TO THE MINISTER OF TRANSPORT 


We have examined the consolidated balance sheets of the Canadian 
National Railway System as at December 31, 1987 and 1986 and the 
consolidated statements of income, retained earnings and changes in 
financial position for each of the years in the three year period ended 
December 31, 1987. Our examinations were made in accordance with 
generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the circum- 
stances. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the System as at December 31, 1987 and 1986 
and the results of its operations and the changes in its financial posi- 
tion for each of the years in the three year period ended December 31, 
1987 in accordance with generally accepted accounting principles 
applied on a consistent basis. 


Coopers & Lybrand 
Chartered Accountants 

(For the years ended 
December 31, 1986 and 1985) 


Touche Ross 
Chartered Accountants 
(For the years ended 
December 31, 1987, 1986 and 1985) 
Montreal, Canada 
March 8, 1988 


CONSOLIDATED BALANCE SHEET DECEMBER 31 
(in thousands of dollars) 


ASSETS 1987 1986 LIABILITIES 1987 1986 
Current Current 
Accounts, receiva blé eevsnee eee es eae 451,322 494,597 Bank indebtedness.......... 63,260 106,894 
Material and supplies die CR en AEs ese SV nena eeR eters 284,850 377,132 Accounts payable and 
Other Pr ee ere eter ee eceeiiias 229,613 252,915 accrued charges.......... 942,250 899,189 
965,785 1,124,644 Current portion of long- 
Insurance:FUNG &s cope re ee en ee eee 10,598 8,905 term debtwe ee 208,649 305,812 
Investments secs. ccsecste Seer ren ee tee renee 170,859 75,270 Other Ratha. oe. 2..8 237,027 186,273 
Properties eis: ccxccoccsruses cree eae ore eee eerste ae 6,212,562 6,248,505 1,451,186 1,498,168 
Other Assets and Deferred Charges RR RERERE DS oct se TROD 233,845 385,290 Provision for Insurance...... 10,598 8,905 
Other Liabilities and 
Deferred Credits............. 298,110 274,097 
Long-Term Debt................ 2,728,331 3,052,486 
Minority Interest in Sub- 
sidiary Companies.......... 4,345 4,345 
SHAREHOLDER’S 
EQUITY 
Capitalistockme eo: 2,278,867 2,278,867 
Retained earnings........... 822,212 3,101,079 725,746 3,004,613 
7,593,649 7,842,614 7,593,649 7,842,614 


See accompanying notes to consolidated financial statements. 
On behalf of the Board: 


BRIAN O’N. GALLERY 
Director 


RONALD E. LAWLESS 
Director 
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CANADIAN NATIONAL RAILWAY SYSTEM—Continued 
CONSOLIDATED STATEMENT OF INCOME 


YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


1987 
CN Rail 
Reventlesas sete. er ae 3,716,385 
Expensesiest sr citeet. cs ieet cree 3,605,010 
Income:(lOss) Secs ee eeeime te 111,375 
Grand Trunk Corporation 
IRGVenUES Mettett es tt eee ES 486,044 
EX PeNSESkoeescenee: tee, Serer eee ees 464,197 
Income OSS) ene. Ree ee 21,847 
Enterprises group 
CN Communications 
Reventesarn eee ee eee 296,517 
Expensesia itor n ce mune Dial 2 
Income’: $28 xo" Fae ee. 21,395 
CN Exploration 
Revenues: oe ee eee 37,293 
EXpenseSic atte o teeta RA 26,672 
INCOMCHA aA enter. 10,621 
CN Real Estate 
Revenuesyre een. cents tt © $4,102 
EX pen ses seme eerie oes 16,300 
INCOME Mee er rraces 37,802 
Other 
INCOMCee te ee eee ee 7,548 
Total Enterprises group..................... 77,366 
Total CN Rail, Grand Trunk Corpo- 
TALON ENteLDLISCS ure ee, 210,588 
Imposed public duty: TerraTransport 
SOS eee eet ne eee rs (38,964) 
Total continuing operations.................. 171,624 
Discontinued operations* 
CN Hotels 
LLOSSwe a Aa ee hehe eee wee (13,113) 
CN Route 
Lossie Ae Hie | Demin shres, 
Dockyard 
ancome; (loss) Sie. eee 6,268 
Total discontinued operations............... (6,845) 
Income (loss) before income taxes and 
extraordinary 1temsicce en oe 164,779 
INCOME TAXES Seen Pees ee cena 57,486 
Income (loss) before extraordinary 
MENS ted ee eatint ae eee 107,293 
Extraordinary items*® ......:............-. 13,289 
Net Income (OSS) | Sess eee eters 120,582 


*See Note 2. 


_ **See Note 3. 


1986 


3,652,655 
3,663,826 


(11,171) 


531,399 
545,556 


(14,157) 


299,744 
263,505 


36,239 


33,869 
29,368 


4,501 
Spy ilsy/ 
16,330 
18,827 


7,487 
67,054 


41,726 


(41,291) 
435 


(6,324) 
(70,961) 


(9,430) 
(86,715) 


(86,280) 


(86,280) 


(86,280) 


. See accompanying notes to consolidated financial statements. 


1985 


3,753,190 
3,647,658 


105,532 


551,782 
538,200 


13,582 


303,930 
260,882 


43,048 


56,730 
26,123 


30,607 


29,582 
14,885 


14,697 


4,215 
92,567 


211,681 


(39,908) 
171,773 


(8,147) 
(42,590) 


(2,933) 
(53,670) 


118,103 
57,823 


60,280 
57,359 


117,639 
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CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


Balance, beginning of year.................... 
INetIncome (lOSS) scene ee ee 


1987 


725,746 
120,582 


846,328 
24,116 


822,212 


1986 


812,026 
(86,280) 
725,746 


725,746 


See accompanying notes to consolidated financial statements. 


CONSOLIDATED STATEMENT OF CHANGES 


IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


Cash provided from (used for) 
Operating activities 
INetiincome!(lOss) serene es 


Non-cash charges to income 
Depreciation and amortization. 
Loss (income) of equity inves- 

TEESIICSS GIVIGENGS eeree ee, 
Provision for property impair- 
MCN aren ern ee en ote 
Loss on disposal of investment.. 
Loss on disposal of CN Route .. 


Changes in working capital 
1LCTNS eter ere rete ecco reen 


Investing activities 

Additions to properties.................. 
Net proceeds from disposal of 

PLOPeriiess Aeneas ere. 
Investmentss. ese eee 
Proceeds from sale of CN Marine 

Inc. and related assets ............... 
Redemption of capital stock ......... 
Proceeds from sale of CN Route.. 
Proceeds from sale of Newfound- 

landiDockyard@erven.ets eae 
Proceeds from sale of investment . 
Working capital of previously 

consolidated entities .................. 


Cash provided (used) before financing 
ACUIVILICS Serminre tae ee eee om 


Cash (bank indebtedness) beginning 
OL Vea Treen tea tein eee ahs 


Financing activities 
Issuance of long-term debt................ 
Reduction of long-term debt............. 


Bank indebtedness, end of year ............ 


*See Note 3. 


1987 


120,582 


293,045 
1,473 


43,075 


252,674 
33,584 


744,433 


(482,058) 


67,590 
(6,723) 


23,596 


(2,747) 
(400,342) 


344,091 


(106,894) 
237,197 


19,020 
(319,477) 


(300,457) 
(63,260) 


1986 


(86,280) 


311,807 


1,055 


45,320 


(21,194) 
9,928 
260,636 


(484,072) 


48,094 
(5,202) 


327,558 
(327,558) 
23,000 


(7,633) 
(425,813) 


(165,177) 


(152,719) 
(317,896) 


435,492 
(224,490) 


211,002 
(106,894) 


1985 


717,915 
117,639 


835,554 
23,528 


812,026 


1985 


117,639 


282,817 


308 


d30 


(73,273) 
(23,600) 
304,628 


(744,475) 


39,670 
(23,010) 


1,571 


(726,244) 


(421,616) 


(91,687) 
(513,303) 


597,060 
(236,476) 


360,584 
(152,719) 


**Excluding cash, bank indebtedness, and current portion of long-term debt. 
See accompanying notes to consolidated financial statements. 
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CANADIAN NATIONAL RAILWAY SYSTEM—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Note 1: Summary of Significant Accounting Policies 


Introduction 


All references in these Notes to the “Company” refer to Canadian 
National Railway Company which is wholly owned by the Govern- 
ment of Canada and, unless the context otherwise requires, its con- 
solidated subsidiaries, and all references to the “System” mean 
Canadian National Railway Company and its consolidated subsidiar- 
ies together with the lines of railway, telecommunications and other 
property entrusted by the Government of Canada to the Company for 
management and operation. A division designated in the Consolidated 
Statement of Income as an “Imposed public duty”, as is TerraTrans- 
port, is one whose operations are continued by the Company in accord- 
ance with directions from the Government of Canada despite the fact 
that such continued operations are contrary to the economic interests 
of the Company. 


(a) Principles of Consolidation 


The consolidated financial statements include the accounts of all 
significant subsidiaries and the Company’s share of the assets, 
liabilities, revenues and expenses of CNCP Telecommunications 
which is accounted for by the proportionate consolidation method; 
CN’s share in the activities of CNCP Telecommunications repre- 
sents slightly more than half of the activities of CN Communica- 
tions. Also, consistent with the legislation governing the System, 
the accounts of the Canadian Government Railways entrusted to 
the Company by the Government of Canada are included in the 
consolidated financial statements. 

Once a formal plan for the disposition of a significant segment has 
been adopted, the segment is no longer consolidated but reported 
under the equity method and included in “Investments” in the 
consolidated financial statements. The related operating results 
are reported as results of discontinued operations. 

Investments in entities in which the Company has less than a 
majority interest are accounted for by the equity method, where 
appropriate. 


(b) Reporting by Division 


In presenting the results by division, interdivisional charges for 
services have not been eliminated. Consolidated net income is not 
affected by this practice. 


(c) Material and Supplies 


The inventory is valued at laid down cost based on weighted aver- 
age cost for ties and rails, latest invoice price for fuel and new 
materials in stores, and at estimated utility or sales value for 
usable second hand, obsolete and scrap materials. 


(d) Insurance Fund 


Certain System components are self-insured for various risks, with 
a separately-invested fund being maintained. The provision for 
insurance represents the estimated amount of self-insured losses to 
be settled. 


(e) Properties 


Accounting for railway and telecommunications properties is car- 
ried out in accordance with rules issued by the Canadian Trans- 
port Commission and the Canadian Radio-television and Tele- 
communications Commission respectively (Canadian properties), 
and the Interstate Commerce Commission (United States proper- 
ties). Generally, major additions and replacements are capitalized 
and interest costs are charged to expense. 

The cost of depreciable railway and telecommunications assets 
retired or disposed of, less salvage, is charged to accumulated 


depreciation, in accordance with the group plan of depreciation. 
Other depreciable assets retired or disposed of are accounted for 
in accordance with the unit plan whereby gains or losses are taken 
into income as they occur. 

The Company follows the successful efforts method of accounting 
for its oil and gas operations whereby the acquisition costs of oil 
and gas properties, the costs of successful exploratory wells and 
the costs of drilling and equipping development wells are capital- 
ized. 


(f) Depreciation 


Depreciation is calculated at rates sufficient to write off proper- 
ties over their estimated useful lives, generally on a straight-line 
basis. For railway and telecommunications properties, rates are 
authorized by the Canadian Transport Commission, the Canadian 
Radio-television and Telecommunications Commission and the 
Interstate Commerce Commission. The rates for significant 
classes of assets are as follows: 


Annual Rate 
Ties 2.46%-2.89% 
Rails 1.87% 
Other track material 2.23%-2.83% 
Ballast 2.76% 
Road locomotives 5.23% 
Freight cars 1.73%-3.18% 
Commercial communication systems 5.78% 


Acquisition costs of oil and gas properties are amortized on a 
straight-line basis over the term of the lease until such time as the 
properties are determined to be productive or judged to be 
impaired. Acquisition costs of productive properties and costs of 
successful exploratory drilling and of drilling and equipping 
development wells are charged against income on the unit-of-pro- 
duction method based upon proven reserves of oil and gas. 
Exploratory dry hole and acquisition costs judged to be impaired 
are charged against income in the current period. Other explora- 
tory expenditures are charged against income as incurred. 


(g) Transportation Revenues 


Transportation revenues are generally recognized on completion 
of movements, with interline movements being treated as com- 
plete when the shipment is turned over to the connecting carrier. 
Costs associated with movements not completed are generally 
deferred. 


(h) Pensions 


Pension costs are determined periodically by independent actuar- 
ies. Pension expense is charged annually to operations and com- 
prises the total of the following: 

—the cost of pension benefits provided in exchange for employees’ 
services rendered during the year, and 

—amortization of past service costs over the expected average 
remaining service life of the employee group covered by the plans. 


The pension plans are funded through contributions determined in 
accordance with the accrued benefit actuarial cost method. 
(i) Foreign Exchange 


The Company’s foreign operations are classified as integrated and 
are translated and accounted for on the following bases. Current 
assets (excluding material and supplies), current liabilities and 
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G) 


long-term debt are translated at the rates in effect at the balance 
sheet date, whereas all other assets and liabilities are translated at 
historical rates. Revenues and expenses are translated at average 
rates during the year except for depreciation which is translated 
at exchange rates prevailing when the related properties were 
acquired. 

The Company’s own foreign denominated assets and liabilities are 
accorded similar treatment. Revenues and expenses are translated 
at rates prevailing at the time of the transactions except for reve- 
nues designated as a hedge against repayment of foreign denomi- 
nated long-term debt which are translated at the rate in effect at 
the inception of the debt. 

Currency gains and losses are reflected in net income for the year, 
except for unrealized foreign currency losses on long-term debt. 
The Company has designated future U.S. dollar revenue streams 
as a hedge against the repayment of most of its long-term debt 
denominated in U.S. dollars, and has thus deferred reflecting the 
related unrealized foreign currency translation losses in net 
income until the earlier of the debt repayment or the expiry of the 
hedge. Unrealized foreign currency losses related to long-term 
debt denominated in U.S. dollars not covered by the hedge are 
deferred and amortized over the remaining life of the debt. Such 
deferred amounts are included in the Consolidated Balance Sheet 
as part of Other Assets and Deferred Charges. 


Leases 


Leases which satisfy the criteria for capital leases and which have 
been entered into after 1981 have been capitalized. Other leases 
entered into prior to 1982, satisfying the criteria for capital leases, 
have been recorded as operating leases. 


Note 2: Discontinued Operations and Special Charge 


(a) Discontinued Operations 


During 1987 the Company entered into negotiation for the sale of 
its CN Hotels division and disposed of its former dockyard opera- 
tions in Newfoundland. Details of the losses (income) incurred on 
these and other operations discontinued within the three years 
ended December 31, 1987 are as follows: 


Year ended December 31 
1987 1986 1985 
(in thousands of dollars) 


CN Hotels (see Note 16) 


Operating lossie. ee Iss 6,324 8,147 
CN Route 
Operating loss\e seer ee 25,641 42,590 
Loss arising from disposal........ 45,320 
70,961 42,590 
Dockyard 
Operating (income) loss........... (6,268) 4,530 2,933 
Provision for loss arising from 
disposal*<s-n-er eres 4,900 
(6,268) 9,430 2,933 


Total discontinued operations...... 6,845 86,715 53,670 


(b) Special Charge 
CN Rail expenses include a special charge of $6.0 million 
(1986—$60.2 million, 1985—$40.4 million) relating to a provi- 
sion for rationalization costs in connection with an ongoing pro- 
gram to reduce the size of the CN Rail work force. 


Note 3: Extraordinary Items 


Year ended December 31 
1987 1986 1985 
(in thousands of dollars) 


Reduction in income taxes on applica- 

tion of prior years’ losseS................... 56,364 57,359 
Less provision to write down the non- 

monetary assets of TerraTransport 

to a nominal value in view of their 

continuing inability to generate net 

INCOME Men ere hee eee re: 43,075 


13,289 57,359 


Note 4: Investments 


Percent 
of Voting December 31__ 
interest 1987 1986 
(in thousands 
of dollars) 
Entities accounted for by equity method 
CNCP Niagara-Detroit Partnership ...... 50% 14,757 17,834 
The Toronto Terminals Railway Com- 
DaTiy Pe ee ote eT Se Sere ee 50% 10,682 10,682 

CN Hotels (see Notes 2 (a) and 16)........ 120,025 
Dockyard (see Note (2(a)) ........:ccccceee 26,417 
Otherte hel eer.s Meike kd 2ORe 13,791 11,253 


159,255 66,186 


Other companies and investments, at cost 
less provisions for impairment where 
applicableypee cee... eRe eect one te 11,604 9,084 


Total (ain RE, Beate 170,859 75,270 
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Note 5: Properties 


December 31, 1987 


Accumu- 
lated 
deprecia- 
Cost tion 
GNIAR ie a ie ae Mas ese ea Rene Segnsea our edeentne 8,150,866 2,953,747 
Grand Trunk Corporation .........c.sc:cccccsseseseeeeesseseesesesseceneneeeseneeneeereeneney 531,609 142,715 
Enterprises group 
GN Communications teeter eee erases carecign dite snes cans -anae 761,979 312,858 
CN Exploration ......:-c:c::scsccsessessecscecsscsesscenccesessecneonessessncsssenccazennectnassasess 94,480 35,627 
GEN Real Estate ccc steer anette cecesevarensacseien dcemineat stotaaet me saastey 78,881 16,204 
Otter ee ENO RTM ARENT Teste TSS 15,615 
TerraTransport (see Note 3) ........cccccccceeeese ress tssesrceeeceseeeseeneeeereneensenensiss 
Discontinued operations 
GIN Hotels ee ae a eae ny tesa nto ee arene See sacar 
9,689,328 3,476,766 
Amounts included above with respect to Canadian Government Rail- 
ways entrusted to the Company by the Government of Canada ......... 1,073,992 564,974 


At December 31, 1987 the gross value of assets under capital leases included ab 
thereon amounted to $14.1 million (1986—$9.3 million). 


Note 6: Long-Term Debt 


Bonds, Debentures and Notes 
Canadian National 87%, 10 Year Bonds (b) ...........::ccccecseeeeseeeeeteteteeeteneereeiey 
Canadian National 5%, 27 Year Bonds (a, D).............::sccssssccesseneneeseneretensesseeees 
Canadian National 145%%, 10 Year Notes (c) 
Canadian National 113%, 8 Year Notes..............::::ccccssesesersssssesseesnerseessceseses 
Canadian National 976%, 8 Year NoOtes............::-cscsseccssssecsessrserenerseurenernenesecses 
Canadian National 124%, 10 Year Notes 
Canadian National 612%, 10 Year Japanese Yen Notes (d) 
Canadian National 938%, 10 Year Notes 
Canadian National 9%4%, 20 Year Sinking Fund Debentures ...........0.....0000 
Canadian National 534%, 15 Year Swiss Franc Bonds (e) 
Canadian National 8%%, 15 Year Notes 
Canadian National 832%, 25 Year Sinking Fund Debentures ...............:.000 
Canadian National 9.70%, 25 Year Sinking Fund Debentures .....................++. 
Canadian National 13%, 20 Year Sinking Fund Debentures ..................:05 
Canadian National 124%, 20 Year Sinking Fund Debentures ...................0 
Canadian National 14%, 25 Year Sinking Fund Debentures ................:.00 
Canadian National 15%, 25 Year Sinking Fund Debentures 
Canadian National 164%, 25 Year Sinking Fund Debentures ....................04. 
Canadian National 1434%, 30 Year Sinking Fund Debentures .................05 
Canadian National 12%, 30 Year Sinking Fund Debentures .................::006 
Buffalo and Lake Huron 54%, Ist Mortgage Bonds..............-c:ccccceseseeeeeetettees 
Buffalo and Lake Huron 542%, 2nd Mortgage Bonds..............c:ccseeeteereeees 


Total Bonds, Debentures and Notes ..........0::.:.0c0-.ccccnscscrerccsscureressarseescscseetensseneenee 
Government of Canada Loan and Advances (f) 


December 31, 1986 


Accumu- 
lated 
deprecia- 
Net Cost tion Net 
(in thousands of dollars) 

5,197,119 7,978,729 2,869,139 5,109,590 
388,894 557,864 153,150 404,714 
449,121 742,175 312,045 430,130 

58,853 85,728 25,261 60,467 
62,677 63,279 13,861 49,418 
55,898 71,353 14,354 56,999 

89,919 56,429 33,490 
: 164,894 61,197 103,697 

6,212,562 9,753,941 3,505,436 6,248,505 
509,018 1,060,097 569,633 490,464 


ove was $132.5 million (1986—$119.4 million) and related accumulated amortization 


Maturity 


Mar. 1, 1987 
Oct. 1, 1987 
Dec. 1, 1991 
June 11, 1993 
Mar. 18, 1994 
Apr. 15, 1995 
Mar. 26, 1996 
Oct. 1, 1996 
Mar. 15, 1998 
Aug. 22, 2000 
May 21, 2001 
July 1, 2002 
July 15, 2004 
Nov. 15, 2004 
May 1, 2005 
Jan. 15, 2006 
June 1, 2006 
Mar. 1, 2007 
Sept. 1, 2012 
Mar. 15, 2013 
Perpetual 
Perpetual 


Government’ of Canada loam sce. ccccreg corres tee ccccrsctnes scursostenge centers saztns aos desersenc7yasnfoeastes << cama Smarts tee 
Canadian Government Railways. advances for working capital .............ccccc:ssscsesse tes eesesseesseseeteeeeeteetens 


Total Government of Canada Loan and Advances 


Currency in 


December 31 


which Payable 1987 1986 
(in thousands of dollars) 

Canadian 45,947 
Canadian 93,596 
United States 117,817 117,817 
Canadian 100,000 100,000 
Canadian 100,000 100,000 
Canadian 100,000 100,000 
Canadian 70,000 70,000 
Canadian 100,000 100,000 
United States 89,022 106,826 
Canadian 98,617 98,617 
Canadian 150,000 150,000 
United States 75,124 84,748 
United States 174,940 174,940 
Canadian 96,732 100,000 
Canadian 125,000 125,000 
United States 178,783 178,783 
United States 181,238 181,238 
United States 183,053 183,053 
United States 247,984 247,984 
United States 122,548 122,548 
Sterling 795 795 
Sterling 1,228 1,228 
2,312,881 2,483,120 
Canadian 184,765 195,169 
Canadian 13,918 
184,765 209,087 
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Other 
Amounts owing under equipment purchase agreements (g) 
Swiss borrowings 


. 
| Long-Term Debt 


Less: current portion of long-term debt 
UNnAMORtI Zed. GiSCOUNE ANG LOOM i... - coc. ce-cee desis oracavvecvesesesstez fvsicosickacescséesseekccscecas. 


_ (a) Guaranteed by the Government of Canada. 


(b) These bonds are subject to repurchase arrangements. 


_(c) It is the Company’s intention, given continuing favourable interest 


rates, to redeem this issue on its “call” date of December 1, 1988. 
The amount of the issue is accordingly included in the current 
portion of long-term debt. 


_(d) The Company borrowed $70.0 million at an all-in cost of 10.25% 


(e) 


by means of a Euro-yen public note issue and a currency swap. 


The Company borrowed $98.6 million at an all-inclusive cost of 
11.17% by means of a public bond issue in Switzerland and a 
currency swap. 


(f) The Government of Canada loan bears interest at 834% per annum 


(g) 


‘(h) 


(i) 


and is payable in equal semi-annual payments of $13.63 million 
covering principal and interest to June 30, 1998. 


Secured by rolling stock and payable by semi-annual or quarterly 
instalments over various periods to 1995 at interest rates ranging 
from 8% to 1734%. As at December 31, 1987, the principal 
amounts are payable as U.S. $121.1 million (December 31, 
1986—U.S. $144.4 million). 


The Company borrowed $42.6 million at an all-inclusive cost of 
11.535% by means of a yen syndicated loan and currency swap. 


Interest rates for these leases range from approximately 77/s% to 
14 4% with expiry dates occurring during the years 1988 through 
2004. The imputed interest on these leases amounts to $107.0 
million (1986—$116.2 million). 


(Gj) Repayable by annual principal instalments of $400,000 over a five 


year term, to August 15, 1992. The interest is charged at 
favourable varying rates. 
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United States 137,916 162,736 

Swiss Francs 64,684 

Canadian 42,610 42,610 

Various 119,037 108,895 
United States 2,634 

Canadian 778 

Canadian 8,065 

143,861 285,794 

446,058 673,562 

2,943,704 3,365,769 

208,649 305,812 

6,724 7,471 

215,373 313,283 

2,728,331 3,052,486 


 — 


(k) Principal repayments, including sinking fund repayments, 


repurchase arrangements and capital lease repayments, on debt 
outstanding at December 31, 1987, are as follows: 


Year ended 
December 31 
(in thousands 
of dollars) 
2-33, ee en. : ) a 208,649 
19.8 Oop ec Sak runnin neen ee 74,127 
E990 lentes SRNR nh, Ue ae 76,910 
199 PR LOSSES TA SE BSS Ol OOF SOs POU IO ie 101,197 
1992 RA SORE) AWA? Sarwnw rent io via 111,776 
199321997. 445 $9. suler Jodie «tht tn prance a6 1,115,606 
1998-2002 se Gree eee Set eh ee, 740,149 
2003-2007 Seo, Moe en i dee es emer 391,668 
2008-2012 ene eer eh ee, Soteene en 101,995 
PAU) Se een Cae es ere eee Aid we be ts | 12,993 


Note 7: Shareholder’s Equity 
(a) Capital stock 


The capital stock of Canadian National Railway Company, 
$2,278,866,774, consists of 5,868,786 common shares of no par 
value authorized, issued and outstanding which are owned by the 
Government of Canada. 


(b) Retained Earnings 


Under its governing legislation, the Company is required to pay to 
the Receiver General for Canada a dividend equal to 20% of net 
income for the year or such greater percentage as the Governor in 
Council may direct. Accordingly, a dividend representing 20% of 
the net income for the year has been accrued and is included in 
Other Current Liabilities. The dividend accrued on 1985 income 
which has not yet been paid is also included in that caption. 
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Note 8: Major Commitments 
(a) Leases 


(i) The Company’s commitments as at December 31, 1987, under 
leases, excluding those which have been capitalized and for which 
the lease obligations are recorded as long-term debt (see Note 6), 
are as follows: 
Non-Cancellable Leases 
Pre-1982 Operat- 
Capital _ing 
Leases Leases 


Year ended 
December 31 


(in thousands 


of dollars) 

1 BRR es coca teen ony ete conser 37,802 89,765 
TSO ee eee re ear ton tecet reneenteas 31,838 81,755 
FICS Le 0a eR eee erste Ser cee Bow scneer oacr ore BE 13,118 53,657 
TSH Vereen rr eae crs cate te Bane ras a ened ep 5,904 47,502 
1900 Oe re cinema. etree see eratce 8 4,393 44,683 
[99321997 ee cree nce Meer ees tenci ee eee eect gates 6,611 168,221 
1998 =2 OOD merase etree ees een ge casero 2,927 29,626 
CATT nA RS ics reer rare ne sac cBsROccocn Cer soso OEE nono EADS BCL EDC cA? 447 4,622 
Total minimum lease payments ..............:0::eeeee: 103,040 519,831 
Less amount representing imputed interest................... 17,858 
Present value of net minimum lease payments under 

CAPi tal eaSCS\ ceases see. cecseesccrpeers ener crsnsecs erase ccssesvoererss 85,182 


A significant portion of the leases is in respect of railway rolling 
stock and many of them provide renewal options and an option to 
purchase the property at fair market value at the end of the lease 
term. 


(ii) Rental expenses under all lease arrangements which have not 
been capitalized were: 


Year ended December 31 


pm198700,.1986. 1985 
(in thousands of dollars) 
sotalsexpensese ceestcsreercer ersten 2 173,298 178,034 187,949 
Expenses under pre-1982 capital leases 
included in total expenses.................. 43,188 46,825 50,863 


(iii) Increases in income, assets and liabilities in the consolidated 
financial statements, which would have arisen if leases entered 
into prior to 1982 and which satisfied the criteria for capital 
leases had been capitalized, are as follows: 


Year ended December 31 
1987 1986 1985 
(in thousands of dollars) 
Net increase in income ............000c eee ISpyley 11,609 10,776 
Increase in Assets 
Properties 
Leased properties under capital 
leasesed. eta eek Re ie oe 174,101 194,092 238,429 
Less accumulated amortization ...... 127,481 128,565 156,672 


46,620 65,527 81,757 
Other assets and deferred charges 
Unamortized deferred exchange 
LOSS eihieee tee 10,172 17,508 23,990 


56,792 83,035 105,747 


Increase in Current Liabilities 
Present value of obligations under 
Capital leases oi... cc.cccccceocceccneeseareeseees 30,900 33,935 33,387 


Increase in Non-Current Liabilities 
Present value of obligations under 


Capital leases secre tcctetecercetecseenerss 73,726 101,622 127,180 
Adjustment to current exchange rate 
(See Note l(i)) a2 rcs cotccersses: 11,456 22,324 30,699 
85,182 123,946 157,879 
Less current portion.................+0re0c00--: = 30,900 «19 33,036 min 43,387 | 
54,282 90,011 124,492 


(b) Other 


The Company has commitments at December 31, 1987, for capi- 
tal expenditures of $21.6 million for railway ties and $9.7 million 
for rail. 


Note 9: Subsidies 
Revenues include the following subsidies: 


Year ended December 31 
1987 1986 1985 
(in thousands of dollars) 


Government of Canada 

(a) Payments under the Railway Act paid 
under authority of that Act and the 
related Appropriation Act in respect of 
certain uneconomic operations, services 
and prescribed rates which railways are 
required by the Railway Act to main- 
Caine ee EA SE So 37,661 39,641 37,151 

(b) Maritime Freight Rates Act and Atlan- 
tic Region Freight Assistance Act sub- 


Sidiesu ae te tas toe a eens 18,520 18,735 20,460 
(@) MSU ry sce tasers eee ee seer cetttecas 1,884 2,502 6,074 | 
Other assistamCe xi-ccccese.t2esececss toes cen esscene arcane 134 163 167 


58,199 61,041 63,852 


i ed 
———— sO 


Note 10: Pensions 


The Company has retirement benefit plans covering substantially all 
its employees under which they are entitled to benefits at retirement 
age generally based on compensation and length of service and/or con- 
tributions. 


Effective January 1, 1987, the Company implemented prospectively 
the new recommendations of the Canadian Institute of Chartered 
Accountants using actuarial valuations as at December 31, 1986 for all 
significant pension plans. These December 31, 1986 valuations 
revealed a consolidated actuarial liability of $6.2 billion and a con- 
solidated actuarial asset value of $4.9 billion. For purposes of the new 
CICA recommendations, it is estimated that those amounts could 
approximate $6.3 billion and $5.3 billion respectively as at December 
31, 1987. Subsequent actuarial valuations will determine the actual 
values at that date. 


Annual pension costs were: 


Year ended December 31 


1987 1986 1985 
(in thousands of dollars) 
200,731 194,425 139,956 
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Note 11: System Interest Expense 


Year ended December 31 
1987 1986 1985 
(in thousands of dollars) 


Interest 
Total interest on long-term debt................. 367,142 380,977 333,574 
Interest on short-term borrowings.............. 7,175 6,889 5,381 
INCE EST INCOMCremereea et to cy ee Ron (2,435) (5,567) (2,713) 
371,882 382,299 336,242 


Note 12: Income Taxes 


(a) The Company has timing differences of approximately $390 mil- 
lion which are available to reduce taxable income of future years. 
Of that amount, about $119 million is due to the excess of the 
undepreciated capital cost for income tax purposes over net book 
__value of depreciable assets. 


(b) Investment tax credits are also available to reduce future income 
taxes otherwise payable until the related year of expiry: 


| The Company is eligible for a refund of 20% of the current year’s 
investment tax credits in respect of qualified expenditures and has 
recognized the resulting benefit as a reduction of such expendi- 
tures. 


(c) The Company’s provision for income taxes is made up as follows: 
Year ended December 31 


1987 1986 1985 
(in thousands of dollars) 
Provision for (recovery of) income 


taxes based on combined basic 
Canadian federal and provincial tax 


rate of 48.6% (1986—49.8%, 
| 1985-48970) 8 Rod ane me Se 59,148 (42,967) 57,752 
Increase (decrease) in taxes resulting 


from 
Non-taxable portion of capital gain 
| on disposals of discontinued oper- 


AtIONS Se Ne Ae res OF een (21,631) 
Non-allowable foreign exchange loss 

on conditional sale agreements ...... 1,347 1,535 437 
Profit on sale of land..................0.0000+ (6,785) (2,528) (2,874) 
Unapplied lossesseen ny en ee 62,256 
Other ire esr ee cae oaths 3,776 3,335 2,508 


Actual provision for income taxes 
resulting in an effective tax rate of 


47.2% (1986—Nil, 1985—49.0%) .... 57,486 57,823 


(in millions 

Year of Expiry of dollars) 
SUES aah rey Beane NEO Got) Seton ee ee 4.3 
[O93 ER Atk Oe. PRIA RINT St, My fens tel Liye! 25.9 
1D aoe Re res eR er are conn RR ied ee yaad 33.9 
99 Sip Steet MA eee CER sess sivas sicrie ivi statcttcen 29.7 
| eid te cexcaresnnin cath ae tatar ts, Meath be ele aes, al Oh ine tad 18.9 
LOOT pice an adie Dikterle a cicavta  a i 12.7 
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Note 13: Segmented Information 


(a) Geographic Areas 
Virtually all of the System’s operations and assets are within 
Canada with the exception of Grand Trunk Corporation which 
operates in the United States. 


(b) International Traffic 


~— 


In addition to the revenue generated by Grand Trunk Corpora- 
tion, the System derives revenue from traffic originating or ter- 
minating on railroads in the United States. In 1987, such revenues 
approximated $612 million (1986—$587 million, 1985—$628 


million). 
(c) Revenues by Division 
December 31 
1987 1986 1985 
(in thousands of dollars) 
GN) Ra tlinrnetsere ere emer tee 3,716,385 3,652,655 3,753,190 
Grand Trunk Corporation............0...0.0.... 486,044 $31,399 551,782 
Enterprises group 
CN Communications .......0..0.cccceeee 296,517 299,744 303,930 
CNiIExplorationeses- are ee 37,293 33,869 56,730 
CNiRealiEstatemsee een 54,102 35,157 29,582 
Other Ree te ies eee eters 38,608 38,130 29,439 
Tera tansportis cos .cse soe acs nuchte: 20,170 25,002 25,919 
Discontinued operations 
CN Hotels teen see acre eee 135,010 126,131 111,631 
CNiROUte mene terete 123,643 144,681 
Dockyardi@ucn ee ere eee 8,786 10,906 
4,784,129 4,874,516 5,017,790 
(d) Identifiable Assets by Division 


December 31 


1987 1986 1985 
(in thousands of dollars) 

CNiRailes t ateyc) saiee hei. ook 6,203,938 6,301,242 6,496,422 
Grand Trunk Corporation................0...... 623,715 630,428 633,296 
Enterprises group 

CN Communications................:..:0--0- 528,223 506,242 498,873 

CNGExplorationiece ston ee eee 67,157 68,583 73,401 

CNR eal Bstate sen go ca oes 93,603 79,253 81,982 

Ot iscret ee ee nc crn seer eee 67,139 68,239 66,485 
TerraTransport (see Note 3) .................. 9,874 $2,304 56,906 
Discontinued operations 

CNiflotels? ee) Nae ee 136,323 118,367 

CN Route........: SEU NS Sires ert 76,493 

Dockyards. 2.602 2 ror te. weiter. 36,556 


7,593,649 7,842,614 8,138,781 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Concluded 


(e) Capital Expenditures and Depreciation by Division 


Year ended December 31 


Capital Expenditures* Depreciation 
1987 1986 1985 1987 1986 1985 
(in thousands of dollars) 
CONGR a) eases soon Sen cns Nor rescpugu set ar eect age 355,146 356,746 594,303 211,045 212,305 196,297 
Grand Trunk Corporation ...........2:..cccccsceseeesetenes ees iseseeseeseceeaneeey 12,554 21,990 20,903 14,473 18,773 13,593 
Enterprises group 
CN Communications. ..........2:..c.cccceccsscscesenecsenccerssencensrerecsersoneenees 68094 58,152 64,658 45,585 47,492 46,192 
CN Exploration ............c:ccccscseccseceseeseneessesnnessseeennenensecensennenseneeny 9,147 10,859 33,283 10,723 13,093 6,994 
GN Real Bstatese eet ator rare ret econo saeco 17,981 13,720 5,687 1,027 815 1,026 
COTS ee eee Si Nd ee ate feats re ao OIC 340 341 279 1,437 1,453 1,440 
TerraTransport.....cccccccccssssssssesssnsssscsseecnecesscenecssestesessecnssensesusetieensernet 589 5 3,037 2,461 5,964 5,443 
Discontinued operations 
NUH Otel see are nett enaiec ener 18,207 22,393 20,296 6,023 5,278 4,783 
GNI ROU tee eee eee nee oe nee ter ge eens 925 5,174 5,490 
Dockyard .....sscccsssscssssecsssesssssscessssessnsecennecsssesccnsecsnssscensceenaseccnssen (134) 1,104 1,004 1,061 
482,058 484,072 744,475 292,774 311,351 282,319 
*Represents additions to properties. 
Note 14: Other Matters Note 15: Reclassification of Comparative Figures 


During 1987, changes were made to improve the classification of 
certain items and for comparative purposes the 1986 and 1985 figures’ 
have been reclassified. 


(a) The Company carries on ordinary business transactions with 
various entities controlled by the Government of Canada on the 
same terms and conditions as current transactions with unrelated 
parties. 

In addition, the Company provides, under contractual arrange- 
ments, rail transportation and maintenance services to the Gov- 


Note 16: Subsequent Event 


On January 29, 1988, the Board of Directors of the Company) 
ernment of Canada and to entities controlled by the latter. The approved the sale of substantially all of the net assets of the CN Hotels: 


revenue derived from such services rendered in 1987 aggregated Division for a consideration of $260 million plus working capital. 
$148.2 million (1986—$203.0 million, 1985—$320.0 million). The net assets have been deconsolidated and are included in “Invest- 


: : ; ments” in the consolidated financial statements (see Note 4). 
(b) Following enactment of the Western Grain Transportation Act, 


which became effective on January 1, 1984, the Government of 
Canada, in order to minimize the cost to grain shippers, pays a 
portion of the cost of shipping grain. Amounts received from the 
Government of Canada under the Western Grain Transportation 
Act amounted to $435.3 million in 1987 (1986—$378.0 million, 
1985—$278.9 million), a reflection of the volume of grain 
handled. 


(c) Commencing in 1977, the Government of Canada has agreed to 
pay to the Company, by way of capital grants not exceeding 
$557.9 million, certain amounts with respect to expenditures 
incurred in carrying out rehabilitation programs for branch lines 
in Western Canada. Total payments received up to December 31, 
1987, amounted to $457.0 million of which $25.6 million was 
received in 1987 (1986—$34.5 million, 1985—$43.7 million). 


(d) As part of a funding plan for the period from 1986 to 1990 for 
certain railway operating improvements in Newfoundland, the 
Company received $12.1 million from the Government of Canada 
in 1987 out of an expected $29.1 million to be received over the 
four year period. As part of an earlier program for the testing and 
evaluation of such railway operations, billings to the Government 
of Canada amounted to $5.3 million in 1986. 
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SUMMARY PAGE 


CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LTD. 


MANDATE 


To collect monies due to it from the sale of eight steamships to Cuban interests. 


BACKGROUND 


The corporation, which provided a steamship service to the West Indies, has been inactive since 1958 when its fleet of 
ships was sold to Banco Cubana of Havana. In 1959, the corporate management was transferred to federal 
government officials for the purpose of collecting the proceeds from the sale. An irrevocable letter of credit issued 
through the Bank of America to cover the final principal payment was not honoured because of the imposition of the 
Cuban Assets Control Regulations by the U.S. government on July 3, 1963. The sole purpose of maintaining the 
company has been to collect the outstanding principal plus interest, totalling $1.2 million as of December 31, 1987. 
Authority to dissolve the corporation was given in the Crown Corporations Dissolution Authorization Act, which 
received Royal Assent on October 29, 1985. 


CORPORATION DATA 
HEAD OFFICE Tower C 
Place de Ville 
Ottawa, Ontario 
K1A ONS 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS OF 1927; created by CNR in 1927 under the Dominion Companies Act 
INCORPORATION and continued under the Canada Business Corporations Act, 
| November 21, 1978. 
CHIEF EXECUTIVE N. Van Duyvendyk 
OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1987 1986 1985 1984 
At the end of the year 
1 ECT AGRE ES Sa 9 cn en Le ites Eyl 1.0 
CPO ees tOMS MOC Ne DTIVALE SECLOT «4. :Meceeecsco recercmevatilosaiecsancbanons nil nil nil nil 
ROE el LUE aECV CS A TIA CLA cee ce ts Rec oi oh stn Seem cencsie Week taveuy oben: 0.3 0.3 0.3 0.3 
Pare Ne tr Re Ao wives sarees sa Stiesesune oe vpderanadrktasndeetes 0.9 0.8 0.7 0.6 
Cash from Canada in the year 

oS ale] VeU Tog hea 5 Se 0s 2 A ean ene er ee nil nil nil nil 


Feet ON es RTC ERE er grerrehe O hve eal cn ote vs cdbsearnubobigtneinia nil nil nil nil 
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CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS LTD. 
AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of Canadian National (West 
Indies) Steamships Ltd. as at December 31, 1987 and the statement of 
income and retained earnings for the year then ended. My examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as I con- 
sidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the corporation as at December 31, 1987 and the results of 
its operations for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Further, in my opinion, the transactions of the corporation that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Canada Busi- 
ness Corporations Act and the by-laws of the corporation. 


Raymond Dubois, F.C.A. 

Deputy Auditor General 

for the Auditor General of Canada 
Ottawa, Canada 
March 31, 1988 


BALANCE SHEET AS AT DECEMBER 31, 1987 


DS eee ——————————————————————_____ EEE 


ASSETS 1987 1986 LIABILITIES 1987 1986 

$ $ $ $ 
Gas ene eee er temas 1,496 1,465 ACCOUNtIPaya Deseret teeter eaten eae ee er 30 
Deposit with Receiver General for Canada .................... 95,000 95,000 Matured bonds—Unclaimed (Note 3)............:: ee 14,025 14,025 
Blocked! funds (Note:2)), ene corners 1,155,280 1,074,430 Duetto.CanadaiNote 4) yes een tena eee eer 324,024 324,024 


338,079 338,049. 


EQUITY OF CANADA 
Capital stock 
Authorized and issued 
10 Class A shares without nominal or par value........ 976 976 
Retainediearnin gs. cc cetsteaccetecseessseerete eer 912,721 831,870 
913,697 832,846 
1,251,776 1,170,895 1,251,776 1,170,895 


a 


Approved by the Board of Directors: 


N. VAN DUYVENDYK 
Chairman 


M. BRENNAN 
Director 
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CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS LTD.—Concluded 


STATEMENT OF INCOME AND RETAINED EARNINGS 
.FOR THE YEAR ENDED DECEMBER 31, 1987 


1987 1986 
$ $ 
Berierest INCOMES...) MAAS Ne ne Au Soe 80,894 97,584 
smiling fee-and'bank’charges'i..!0..010/:..25...s00..ntbdiendnient te 43 30 
pNettincome forthe-year. An./oe nee ee ee 80,851 97,554 
(Retained earnings at beginning of the year... 831,870 734,316 


912,721 831,870 


1. Authority and activities 


The Corporation is continued under the Canada Business Cor- 
porations Act and is a parent Crown corporation named in 
Schedule C Part I to the Financial Administration Act. It ceased 
all active operations in 1957, at which time it sold its fleet of eight 
vessels to Cuban interests. 

On October 29, 1985, Parliament passed the Crown Corpora- 
tions Dissolution Authorization Act which authorized the Minis- 
ter of Finance to dissolve the Corporation. 

An assignment has been prepared in which the Corporation 
transfers to Her Majesty in Right of Canada all its rights and 
interests in, to or arising out of the letter of credit referred to in 
Note 2 below. However, this document has not yet been executed 
since the consent from BankAmerica International to this assign- 
ment and their acknowledgement that payment under the letter of 
credit will be made to Her Majesty in Right of Canada, have not 
yet been received. 

Accordingly, the Corporation remains to be dissolved and as 
such the blocked funds are still recorded as an asset of the Corpo- 
ration. 

The dissolution process will be completed when the consent and 
acknowledgement are received from BankAmerica International. 


2. Blocked funds 


The final installment of $470,400 on the sale of the eight vessels 
to Cuban interests was due to be paid August 19, 1963 by an 
irrevocable letter of credit issued through BankAmerica Interna- 
tional (then known as Bank of America). However, on July 3, 
1963, the United States Cuban Assets Control Regulations 
became effective and prohibited the Bank from honouring pay- 
ment of the draft. Amendments to the Regulations, effective 
March 2, 1979 required blocked funds to be held in an interest- 
bearing account. At December 31, 1987, accrued interest 
amounted to $684,880 (1986—$604,030). 

Negotiations to obtain a preferred status in order to receive the 
blocked funds have not been successful. In the opinion of manage- 
ment, based on legal counsel, these funds will be collected when 
the Regulations are repealed by the United States. A waiver of 
the application of the statute of limitations has been obtained 
until January 1, 1989, and further extensions will be obtained as 
required. 

Since 1984, the BankAmerica International has withheld 15% 
of interest earned on the funds blocked at the Bank by the Cuban 
Asset Regulations as a tax on non-resident earnings. To date 
$64,656 has been withheld including interest on the withheld 
funds of $12,300. In management’s opinion, the tax exempt status 
of the Corporation is preserved in the United States by the Tax 
Convention of 1984. Therefore, amounts withheld and the interest 
forgone thereupon have been included in income and assets and 
accordingly no liability recorded. 


. Matured bonds—Unclaimed 


The matured bonds have been unclaimed since March 1, 1955 
and as a result of the statute of limitations there is no legal obliga- 
tion to redeem them. However, the Corporation intends to honour 
any of the outstanding bonds should they be presented. 


. Due to Canada 


The advances from Canada bear no interest and are repayable 
when the blocked funds are received. 
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SUMMARY PAGE 


CANADIAN PATENTS AND DEVELOPMENT LIMITED 


MANDATE 

To maximise benefits to Canada by promotion and use of innovations produced on behalf of the Crown, by publicly 
funded institutions and agencies and by others. 

BACKGROUND 

The corporation makes available to the public the industrial and intellectual property resulting from government- 


funded research and development. It makes licensing arrangements with industry and monies received thereby are 
used to cover most of its operating expenses. Awards are paid to inventors under the Public Service Inventors Act. 


CORPORATION DATA 
HEAD OFFICE 275 Slater Street 
Ottawa, Ontario 
K1A 0R3 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Robert R. de Cotret, P.C., M.P. 
DEPARTMENT Regional Industrial Expansion and Science and Technology 


YEAR AND MEANS OF 


1947; by letters patent under the Companies Act; continued under 


INCORPORATION the Canada Business Corporation Act in 1979. 
CHIEF EXECUTIVE W. Dallas Gordon 

OFFICER (ACTING) 

CHAIRMAN Jacques A. Léger 

AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


At the end of the period 


1987-88 1986-87 1985-86 1984-85. 


PPOtAIZA SSC tis. Sent ee sc sr Nan eae ae ona he 0.8 fal bs 

Oblipations:to the private secior::.9 40. nil nil nil nil 

Ooligations'to Canadat. | see ish ee ee nil nil nil nil 

Boutty of Canada) yas cance ait eerste aes name meas 0.3 negl. 0.4 0.7 
Cash from Canada in the period 

DUO POLAT Yaa eh aiie acs tetee en apasan see eu taal Waar vaaeeeea e een ae es bot 0.5 0.4 0.4 


— non-budgetary...............cceeeeees 


ca OER her SRE Ne nil nil nil nil 
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CANADIAN PATENTS AND DEVELOPMENT LIMITED 


AUDITOR’S REPORT 


TO THE MINISTER OF REGIONAL INDUSTRIAL EXPANSION 


I have examined the balance sheet of Canadian Patents and 
Development Limited as at March 31, 1988 and the statements of 
operations and surplus (deficit) and changes in cash resources for the 
year then ended. My examination was made in accordance with gener- 
ally accepted auditing standards, and accordingly included such tests 
and other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Canada 
Business Corporations Act and by-laws of the Corporation. 


! 
! 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
une 8, 1988 


BALANCE SHEET AS AT MARCH 31, 1988 


ASSETS 1988 1987 
$ $ 

Current 

(GAS TR 3 2a eae eee 190,223 322,832 

Bie Vern he poet ts ee ctiecttieiare cca errr cco 525,000 

me ACCOUNTS Recelva DIC reer .ssc-a-ceereeteecmeeertenrcer tee eee eee 468,437 512,102 

MEA COLUCCANLEL ES Cire cenc 52s cacsccoceeeee ee ee 5,514 212 
PrepalGieXxPenSeSpe ar aco, ee ee eee 18,436 13,623 


PURVES ses aie aS ee ne a at ore ] 1 
Experimental equipment (Notes 2 and 4)... ] ] 


1,207,612 849,771 


1,207,610 849,769 


LIABILITIES 1988 
$ 
Current 
Accounts payable and accrued liabilities .................... 581,909 
Royaltiesireceived in'advance .n.cccgeee teres 95,992 
677,901 
Provision for employee termination benefits .................. 204,683 
882,584 


EQUITY (DEFICIENCY) OF CANADA 


Capital stock 
Authorized—10,000 shares of no par value 


Issued—5,000 shares fully paid ..........0... ce 296,199 
SUP PLUSH(GELICKE) perereree eae csce coset ere seecee aaes 28,829 
325,028 

1,207,612 
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1987 


529,183 
124,226 


653,409 
211,954 


865,363 


296,199 
(311,791) 


(15,592) 
849,771 


pproved by the Board: 
JACQUES A. LEGER 


Director 


WILLIAM F. GRAYDON 
Director 


160 


PUBLIC ACCOUNTS, 1987-88 


CANADIAN PATENTS AND DEVELOPMENT LIMITED—Continued 
STATEMENT OF OPERATIONS AND SURPLUS (DEFICIT) 


FOR THE YEAR ENDED MARCH 31, 1988 


1988 1987 
$ $ 
Revenue 
ROYALS reteset ten ose een rentvasrsegstaenoeseesierassseas 1,707,938 1,640,384 
Service charges under agency agreements.................. 74,976 53,976 
Intereston investments eo. ciececsecccestececeoccas oes seseoses 40,347 36,103 
Interest on Overdue ACCOUNES...........:ccccccseeteeteeeteeteeenes 10,867 3,564 
Miscellaneous etcetera ost eaten icoeeeaccuasaaes 9,283 7,642 
1,843,411 1,741,669 
Expenses 
Salaries and employee benefits ................cccseceeeees 1,232,341 1,221,757 
Industrial and intellectual property agents’ fees and 
related expenses, for obtaining and maintaining 
proprietary protection (Note 5) .......cccseieeee $73,131 576,030 
Accommodation, equipment and other rentals........... 214,012 210,995 
Amounts paid or owed to third parties in respect of 
TOVAlty/TEVENUC Herrera asset ecececpsvenerereate sr ovses cre 130,044 198,809 
(AWArds tOINVENCOTS ear cececrsircetenisesdtemne eeaeenres 125,193 107,169 
Office supplies, printing, furnishings and equipment 87,722 63,284 
Legal feestectenee rece etsce ict at eretsnnarsesreseere scores 70,010 38,403 
Provision for doubtful accounts .............::ccccceceseeneeees 48,810 89,301 
Traveliandiremovalesscssesciic scree race essere seer seuneveonsers 46,194 34,654 
Professional and special Services ..............:1scsseseeeeeees 43,393 57,865 
OMMUNICATIONS Heese erercce ce cect eeee sera nausveresvisceseser 36,970 41,134 
Miscellancousic.c3 ccna sa ere artes tctcettese 7,971 1,815 
2,615,791 2,641,216 
Cost ofoperations ieee arene ter cerartceronseeaseeses 772,380 899,547 
Parliamentary appropriation. ..................0-ce-ccseseseeceesssneoes 1,113,000 478,000 
Excess of parliamentary appropriation over cost of 
operations (cost of operations over parliamentary 
appropriation )MOr the: yeateew sree tince erences. 340,620 (421,547) 
Surplus (deficit) at beginning of the year................00 (311,791) 109,756 
Surplus (deficit) at end of the year... cesses 28,829 (311,791) 
STATEMENT OF CHANGES IN CASH RESOURCES 
FOR THE YEAR ENDED MARCH 31, 1988 
1988 1987 
$ $ 
Cash used in operating activities 
Cost of Operationsi..nrccc tree ericrerenee se tomnener 772,380 899,547 
Items not requiring cash 
Provision for employee termination benefits ......... (12,377) (18,180) 
Loss on disposal of Canada bonds .................000 (3,750) 
760,003 877,617 
Cash used in (provided by) non-cash working capital 
components 
Accounts receivable ee a ear rere ences (43,665) (11,831) 
Other’currentassets re wee ee oceans 9,115 381 
Accounts payable and accrued liabilities ................... (52,726) (123,854) 
Royaltiesireceivediiniadvance ane teee eer n 28,234 (21,551) 
(59,042) (156,855) 
Payment of employee termination benefits................. 19,648 
Cash used in operating activities ........0.0. cece 720,609 720,762 
Cash provided by financing activities 
ParliamentaryappropriatiOmeerer:ceccceecccsceescestuavecdenssts 1,113,000 478,000 
Cash provided by investing activities 
Proceeds from sale of Canada bonds................0:c0000+ 243,750 
Increase during the: veabrut nit ec ere ae 392,391 988 
Cash and term deposits at beginning of year ................. 322,832 321,844 
Cash and term deposits at end of year ............cceees 715,223 322,832 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 


1. Authority and operations 


Canadian Patents and Development Limited is a Crown corpo- 
ration named in Part I of Schedule C to the Financial Adminis- 
tration Act and is incorporated under the Canada Business Cor- 
porations Act. The Corporation was established to make available 


to the public, through licensing arrangements with industry, the | 
industrial and intellectual property which results from publicly- | 


funded research and development. 

The Corporation receives and processes industrial and intellec- 
tual property under arrangements with federal government 
departments, Crown corporations and agencies, universities, and 
other publicly-financed institutions. Suitable protection is sought 
in Canada and other countries for such property in instances 
where there is a promise of commercial use. In respect of money 
received from the exploitation of such property, the Corporation 
pays awards to public servants under the Public Servants Inven- 
tions Act and makes payments to other originators of such prop- 
erty in accordance with the agreements entered into with them. 


. Significant accounting policies 


Industrial and intellectual property rights 
Industrial and intellectual property rights are recorded at a 


nominal value of $1. The net cost of acquisition, protection and | 


maintenance of industrial and intellectual property rights is 
charged to operations as incurred. 
Experimental equipment 


Experimental equipment is recorded at a nominal value of $1. 
The cost of this equipment is charged to operations in the year of 
acquisition. 

Employee termination benefits 


Employees are entitled to specified benefits on termination as 
provided for under labour contracts and conditions of employ- 
ment. The liability for these benefits is recorded as the benefits 
accrue to the employees. 


Pension plan 


Employees of the Corporation are covered by the Public Service | 
Superannuation Plan administered by the Government of Canada. | 


The Corporation’s contributions to the cost of the Plan under 
present legislation are limited to an amount equal to the 
employees’ contributions on account of current service. These con- 
tributions represent the total pension obligations of the Corpora- 
tion and are recognized in the accounts on a current basis. The 
Corporation is not required under present legislation to make con- 
tributions with respect to actuarial deficiencies of the Public Ser- 
vice Superannuation Account or with respect to charges to the 
Consolidated Revenue Fund for indexation payments under the 
Supplementary Retirement Benefits Act. 


. Industrial and intellectual property rights 


The accumulated cost of current inventory of unexpired patent 
and other rights in respect of industrial and intellectual property 
amounts to $3,839,430 (1987—$3,399,799). 


. Experimental equipment 


The accumulated cost of experimental equipment purchased 
under active development contracts and held by a licensee 
amounts to $123,500 (1987—$123,500). 


During the year, the Corporation acquired experimental equip- 
ment from another federal government entity at no cost. Any pro- 
ceeds resulting from the sale of this equipment are credited to 
revenue in the year of disposal. 
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CANADIAN PATENTS AND DEVELOPMENT LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


5. Industrial and intellectual property agents’ fees and related 
expenses, for obtaining and maintaining proprietary protection 


1988 1987 
$ $ 
Fees;andirelatediexpenses=.-vcraeun cates eae 867,627 793,838 
ESS TCCOVELTION eer et eee Sorter eee ee 294,496 217,808 


573,131 576,030 


6. Lease commitments 


Under a lease agreement dated September 30, 1983 the Corpo- 
ration pays an annual rent of $169,425 for accommodation. The 
period covered by this agreement is November 1, 1983 to October 
31, 1988. 
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SUMMARY PAGE 


CANADIAN SALTFISH CORPORATION 


MANDATE 

To regulate interprovincial and export trade in saltfish from participating provinces (Quebec - Lower North Shore, 
and Newfoundland) to improve earnings of primary producers of cured cod fish. 

BACKGROUND 


By its enabling legislation, the corporation must buy all saltfish offered to it which is of reasonable quality, and must 
conduct its operations on a self-sustaining basis without appropriations. 


CORPORATION DATA 
HEAD OFFICE Saltfish Building 
Torbay Road 
P.O. Box 9440 
St. John’s, Newfoundland 
AlA 2Y3 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Thomas E. Siddon, P.C., M.P. 
DEPARTMENT Fisheries and Oceans 
YEAR AND MEANS OF 1970; by the Saltfish Act (R.S.C. 1985, c. S-4). 
INCORPORATION 
CHIEF EXECUTIVE W.R. Moyse 
OFFICER 
CHAIRMAN James G. Barnes 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 


At the end of the period 
Ota A SSCtS ih eet or cag ts cadacs cescsossneoReaete o a ER mw oee 27.6 24.4 16.6 14.5 
Obligations:tostheprivate Sector... d.6ca...caessoevemnoneaccnanens nil nil nil nil 
Oblipations(o' Canadas eee. ros ee ee, ee ee 28.9 24.0 17.4 jas, 
| Le L TCT a8) E01 Eee ct ee ORR oo OR pe 2 ey pee (5.4) (4.2) (5.4) (3.3) 
Cash from Canada in the period 
ceo DUG BELA T Ye Week ON oreo hess ce te ees es nil nil nil nil 


= THON DUG RELAT YS MOLI «kei scores ce Sentence tn via ce eee eae 4.9 6.6 Sct (1.8) 
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CANADIAN SALTFISH CORPORATION 
AUDITOR’S REPORT 


TO THE MINISTER OF FISHERIES AND OCEANS 


I have examined the balance sheet of the Canadian Saltfish Corpo- 
ration as at March 31, 1988 and the statements of operations, deficit 
and changes in financial position for the year then ended. My exami- 
nation was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Saltfish 
Act and the bylaws of the Corporation, except for the following activi- 
ties: involvement in frozen fish products described in Notes 1 and 4; 
the provision of loans described in Notes 5 and 9(ii); and the guarantee 
of bank loans described in Note 9(i). In my opinion, these activities are 
not within the powers of the Corporation under the Saltfish Act. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
May 27, 1988 


BALANCE SHEET AS AT MARCH 31, 1988 


ASSETS 1988 1987 LIABILITIES 1988 1987 
$ $ $ $ 
Current Current 
‘GAR N hc data ost ee eind ellen iter. alienate ie clkerepeton 176,894 542,565 Working capital loans from Canada (Note 8)... 28,500,000 23,500,000 
Accounts receivable Accounts payable and accrued liabilities ............. 3,796,668 AQT S325 
Mirade te ea ee BIOs 10,195,069 6,071,422 Current portion of capital asset loans from 
Others eS Mitr tae, Gehl. Fone be dete ty 4,202,616 2,130,834 Canadar(INote Slime hee 150,000 150,000 
ENVENLOLIES CINOLG:3) eaters coerce eee erie es 6,186,814 12,898,236 32,446,668 27,925,725 
Advances to frozen fish producers (Note 4)........ 4,158,708 451,575 Long-term So Sap eg ee 
| 24,920,101 22,094,632 Capital asset loans from Canada (Note 8).......... 200,000 350,000 
Long-term Accrued employee termination benefits............... 352,535 307,081 
moans receivable (NOLES) cctacecee trie ee care 1,041,022 552,535 657,081 
Account receivable (NOtC'6) ees tress tstsee 972,600 TFL fe eS ae 


a Ae ee Aes Commitments and contingencies (Note 9) 
1,041,022 972,600 


Fixed (Note 7) 


Land, buildings and equipment ....................00 4,025,111 3,382,286 
Less: accumulated depreciation .................0...0005. 2,370,914 2,084,361 
1,654,19 AM 
6 i beet??? DEFICIT OF CANADA 
| 4 Ese eS eee ND Y=) Fey | Sadat na hae ener ania Pie mee Oi or a ae NO __(5,383,883) (4,217,649) 
: 27,615,320 24,365,157 27,615,320 24,365,157 
Approved by the Board: 
J. BARNES 
Director 
W.R. MOYSE 


Director 
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CANADIAN SALTFISH CORPORATION—Continued 


STATEMENT OF OPERATIONS 


FOR THE YEAR ENDED MARCH 31, 1988 


Saltfish products 
RSE CER se eras es co eR acco ae CREE CERO Oa Pe nen 


Cost of goods sold 
RroductionicostS wee ere re 
Transportation, storage and packaging............ 
OtherbuyingicostSeee sete eee eee 


Gross profit on saltfish products ............cccceceees 


Frozen fish (Note 1) 


Sales ets. crete een renee ease 

Costiofigoodsisoldstwee-. tc sn meas 

Grossiorofitsoniirozenwtis heres eereseree eters 

Grossiprofit before expenses meres eee ere 
Expenses 

interest——-lcOnpeteninesertre escort ren ten eee: 

—Current (Net of recoveries 

of $875,654; 1987—$663,031) 

(Notes ir te een eee he 


INetintenestiexpensemeens semen ene 
Wossionitoreipniexchangerss srt eee 
Selling (Net of recoveries of $1,060,903; 
1987—$1,083,234) (Note 1)... cece 
Administrative (Net of recoveries of $183,139; 
EO S7——Sil525627)) n(NOtetl)) srcenee ener 


INeisprotimonioperationse: aes ee ry 
Additional contributions to primary producers of 
Curedicodfish.; srepe mene nate tea ane: 
Unusual items 
Megalifeest(Note 9(IV))ie.csce:sccoscaccsuncsccstescterrsceseate 
Bad debt allowance (Note 6) ...........ccccccccseeeee 


INetiprofiti(loss)iforithesyeatese teense 


STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1988 


Balance at beginning of the year ............cccccceeees 
INetiprofit (loss) iforithesyean ee eee ot ee 


Balanceiatendiofthewear wc. eee ne 


1988 
$ 


52,824,043 
2,115,100 


50,708,943 


45,067,630 
1,412,454 
1,196,184 


47,676,268 
3,032,675 


32,390,802 
32,390,802 


3,032,675 


48,354 


1,148,326 


1,196,680 
138,665 


694,402 


738,574 
2,768,321 
264,354 


522,599 
907,989 


(1,166,234) 


1988 
$ 


1987 
$ 


39,338,151 
1,897,554 


37,440,597 


30,057,154 
1,744,357 
1,067,821 


32,869,332 
4,571,265 


36,411,944 
36,411,944 


4,571,265 


63,500 


1,083,285 


1,146,785 
201,430 


658,609 


735,209 
2,742,033 
1,829,232 


620,000 


1,209,232 


1987 
$ 


(4,217,649) (5,426,881) 


(1,166,234) 


1,209,232 


(5,383,883) (4,217,649) 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED MARCH 31, 1988 


1988 1987 
$ $ 
Funds were provided by (used for) 
Financing activities 
Increase in working capital loans from 
Canada weeteckeatn atte. arena ee en 5,000,000 6,750,000 
Repayment of capital asset loans from 
@anadaytt Aes. Sees eee eee (150,000) (150,000) 
4,850,000 6,600,000 
Operating activities 
Net profit (loss) for the year oo... (1,166,234) 1,209,232 
Adjustments for non-cash items 
Badidebtiallowance ms ee ee 907,989 
Depreciation. een ee 313,067 196,954 
(Gain) on sale of fixed assets ...............00006 (8,312) (3,234) 
Employee termination benefits ..................... 45,454 50,057 
91,964 1,453,009 
(Increase) in trade and other balances............. (10,381,619) (472,020) 
(Increase) decrease in inventories..................... 6571422: a(7213:87)) | 
(3,578,233) (6,232,882) 
Investing activities 
(Increase) in long-term loans receivable.......... (1,041,022) 
Purchaseiofifixediassets'......<........ss0eeeee (661,027) (455,039) — 
Collection of long-term account receivable...... 64,611 | 
; 
(1,637,438) (455,039) © 
INetsfundsiusedi-=... cee cre es re eee ee (365,671) (87,921) 
Gashatibeginnine (Ol theweataec sete 542,565 630,486 
Gashiat endvof the year sqtcoan. cance ra 176,894 542,565 


NOTES TO FINANCIAL STATEMENTS | 
MARCH 31, 1988 | 


1. Authority, objectives and operations of the Corporation 


The Canadian Saltfish Corporation was established by the Salt- 
fish Act in 1970, to improve the earnings of the primary producers 
of cured codfish. The Corporation is a Crown corporation of 
Canada without share capital, named in Schedule C, Part I to the 
Financial Administration Act, is an agent of Her Majesty, and is 
required to conduct its operations on a self-sustaining financial 
basis. The Corporation is dependent on the Government of 
Canada for working capital and capital asset loans and is not sub- 
ject to income taxes. | 


The Corporation has the exclusive right to trade in and market 
cured cod-fish and its by-products in the Province of Newfound- 
land and the Lower North Shore of Quebec and is required to buy 
all cured cod-fish of an acceptable standard of quality offered for 
sale therein. Fish is purchased from fishermen, processed through 
its own facilities or by agents and is subsequently marketed by the 
Corporation, primarily to foreign countries. 


Frozen fish products 


The Corporation markets frozen fish products under contrac- 
tual arrangements with a number of companies. Under these 
agreements, the Corporation may make advances based on the 
projected market value to the producer. The balance of the mar- 
ket value received by the producing company is determined by the 
ultimate selling price and all related expenses. The Corporation 
also is involved in the role of marketing frozen fish products 
(traded fish) on behalf of independent producing companies. For 
providing these services the Corporation recovers its direct costs, 
certain overhead expenses and charges interest on advances. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Continued 


To secure the Corporation’s position against any possible third 
party claims against the producer, the Corporation takes title to 
the product when it leaves the plant. These transactions are 
recorded as sales and cost of goods sold in the statement of opera- 
tions. The agreement with the producing company attributes any 
gain or loss on the ultimate sale of the product to the producer. 

The total frozen fish sales that the Corporation was involved in 
marketing are as follows: 


1988 1987 
$ $ 
EOZEN MISH PLOUNCtSeeee eta ee ee eee oe 32,084,990 34,541,085 
Traded frozen fish products .............cccccceeee 305,812 1,870,859 


32,390,802 36,411,944 


. Significant accounting policies 


Depreciation 


Depreciation is calculated on the straight-line method and is 
based on the estimated useful lives of the assets as follows: 


Buildings 20 years 
Equipment 3 to 10 years 
Furniture and fixtures 5 years 


Foreign currency translation 


Monetary assets and liabilities are translated at exchange rates 
in effect at the balance sheet date. Revenues and expenses are 
translated at the rate of exchange prevailing on the transaction 
date. The resulting foreign currency translation gains and losses 
are included in the results of operations. 


Pension plan 


Employees are covered by the Public Service Superannuation 
Plan administered by the Government of Canada. Contributions 
to the plan are required from both the employee and the Corpora- 
tion. Contributions with respect to current services are expensed 
on a current basis. 


Employee termination benefits 


Employees are entitled to specific benefits on termination as 
provided for under labour contracts and conditions of employ- 
ment. The liability for these benefits is recorded in the accounts as 
the benefits accrue to the employees. 


Additional contributions to primary producers of cured codfish 


The Corporation purchases saltfish at initial prices established 
by the Board of Directors and obtains processing services at nego- 
tiated rates. Additional contributions, if any, to primary pro- 
ducers of cured codfish are determined by the Board based on the 
results of operations for the year. Contributions are charged to 
operations in the year in which they are approved for distribution. 


3. Inventories 


Inventories are made up of the following categories: 


1988 1987 
$ $ 
Saltfish, at lower of cost and net realizable 
Va Les entree rete: ho AAA aiden ce eh a 3,435,777 1,723,546 
Packages and supplies, at COSt............ccceee 668,329 468,235 
Dalia COSies sere Naor se Sreene ree ease ae 192,376 247,739 
4,296,482 2,439,520 


Frozen fish, at lower of cost and net realiz- 


ablewallees 2.:45..67c0. oascaree netue tee: 1,890,332 10,458,716 


6,186,814 12,898,236 


. Advances to frozen fish producers 


This account consists of working capital advances to frozen fish 
producers. The advances are secured by inventories, title to which 
has not yet passed to the Corporation, and by mortgages on plant 
and equipment and floating charges on other assets of the pro- 
ducers. 


. Loans receivable 


This account consists of loans to fish producers to acquire and 
refurbish fishing vessels. Under the various agreements and 
arrangements, the Corporation and certain of its agents have been 
assured a source of supply of larger sized cod-fish for the next five 
years (see Note 9(ii)). 

The loans are secured by mortgages on the vessels and other 
plant and equipment. Repayment requirements are approximately 
as follows: 


$ 
MO eee eececersvecseuiretes tens sneces riots aes tccamp erent teamsegee Racer iC caes 387,000 
TOG. Bee Shea cnt ttosccetate ror eco etek nies Mee emt es GR Midee cre 426,000 
1992 eae’. cree ntsc. bnaeiet bhava oersh duets | autre oat 119,000 
ORE eee Cee eee ree aS er St ee 109,000 


1,041,000 


. Account receivable 


In 1986, the Corporation provided an allowance of $1,000,000 
against an account receivable outstanding since 1984. At that 
time, the Corporation hoped to realize the balance of the receiv- 
able from its security on property owned by this account. During 
1987, however, the Corporation had little success in realizing on 
its security, and as management is now uncertain of collecting the 
remaining balance of the receivable, a further allowance of 
$907,989 has been provided. 


. Fixed assets 


1988 1987 
Accu- 
mulated 

depre- Netbook Net book 

Cost ciation value value 

$ $ $ $ 

Pandseee crt ere or 117,274 117,274 117,274 
Buildingsmmevs eee 1,196,806 504,036 692,770 604,562 
Equipment... sees ete 2,437,743 1,688,500 749,243 487,732 
Furniture and fixtures ............ 273,288 178,378 94,910 88,357 


4,025,111 2,370,914 1,654,197 1,297,925 


. Loans from Canada 


Working capital loans are interest bearing (based upon current 
rates as set by the Bank of Canada) and are repayable within one 
year. 

Total loans outstanding from Canada and banks shall not 
exceed $50 million. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


9. 


Loans obtained to finance capital expenditures bear interest 
and are subject to repayment in ten equal annual instalments. 
Outstanding capital asset loans are as follows: 


Interest 
Due date rate 1988 1987 
% $ $ 
March 27 989 ect seen reece 10% 10,000 20,000 
September 28; 1989 ....0...................- 10 160,000 240,000 
September 30, 1990 ier. 12% 180,000 240,000 
350,000 500,000 
Less: current portion.............cce 150,000 150,000 
200,000 350,000 


Repayment requirements are $150,000 in 1989, $140,000 in 
1990 and $60,000 in 1991. 


Commitments and contingencies 


(i) Loan guarantees 


The Corporation has guaranteed bank loans of a fish pro- 
ducer in the amount of $3,720,000 as at March 31, 1988. 
The loans were used to finance the construction and refurb- 
ishing of fishing vessels. In addition, as at March 31, 1988, 
the Corporation has a commitment to the fish producer to 
provide up to $1,200,000 in further financing, either as loans 
or loan guarantees, for the construction of fishing vessels. 


The loan guarantees are secured by mortgages on the vessels 
owned or controlled by the fish producer and its affiliated 
companies. Additional security is provided by a debenture 
containing a fixed charge on plant and equipment and by a 
floating charge on inventories and other assets of the fish 
producer and its affiliated companies, subject to other 
amounts owing to the Corporation. 


10. 


We 
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(ii) Loans receivable 


The Corporation is committed, as at March 31, 1988, to a 
loan of approximately $500,000 to a fish producer for the 
acquisition of a vessel. Security for the loan will be a mort- 
gage on the vessel. 
(iii) Operating lease 
During the year, the Corporation obtained a five year con- 
tract from the Department of Fisheries and Oceans to oper- 
ate a fishermen’s service facility at Punchbowl, Labrador for: 
a nominal annual consideration. 


Under the terms of the contract, the Corporation is to pro- 
vide and maintain a fish purchasing and processing station 
and certain facilities for the fishermen during the regular! 
fishing season. 


(iv) Legal action 

The Corporation, other segments of the Canadian saltfish 
industry and certain Puerto Rican importers have been 
named in an anti-trust action. At this time, the Corporation 
is defending the action but is not in a position to reasonably 


determine its liability, if any. 


Related party transactions 


The Corporation sold approximately $2,700,000 (1987— 
$5,600,000) of saltfish products to the Canadian International 
Development Agency. These transactions were in the normal 
course of business and at regular commercial rates. 


Remuneration to foreign sales agents 


During the year $133,711 (1987—$115,021) was paid to four- 
teen foreign sales agents with whom the Corporation has commis- 
sion agents’ agreements. For reasons of commercial confidential- 
ity, the Corporation does not publish the names of its foreign sales 
agents. 
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THE CANADIAN WHEAT BOARD 


MANDATE 


The Board’s mandate is to market wheat, oats and barley grown in western Canada in the best interests of western 
Canada’s grain producers. It administers the Prairie Grain Advance Payments Act. 


| BACKGROUND 


| The Board was established in 1935 by Act of Parliament and is now responsible for all exports of wheat, oats, and 
_barley grown in a designated area which includes the prairie provinces and small parts of British Columbia. It is also 
responsible for sales of these grains for human consumption in Canada. The Board may sell domestic feed grains, but 
in general these sales are handled by producers themselves or by the private trade. The Board does not own or operate 
grain handling facilities. Co-operative and private companies handle Board grain as agents. The Board issues a 
government-guaranteed initial payment when the producer delivers grain. Receipts are pooled, and a final payment 
net of marketing costs is made after the full year’s returns, by grain and grade, have been calculated. Deficits are rare 
but, if they occur they are, by statute, a charge upon the Consolidated Revenue Fund of Canada. The Board 
negotiates directly with customers, or through Accredited Exporters. Most sales are cash, but the Board does offer 
credit at commercial rates for up to three years if the credit is guaranteed by the Federal Government. 


CORPORATION DATA 
“HEAD OFFICE 423 Main Street 
| P.O. Box 816 
Winnipeg, Manitoba 
R3C 2P5 
STATUS An agent of Her Majesty; exempted from the provisions of divisions I 
to IV of Part X of the Financial Administration Act. 
APPROPRIATE MINISTER The Honourable Charles J. Mayer, P.C., M.P. 
| Minister of State for Grains and Oilseeds. 
) YEAR AND MEANS 1935; by The Canadian Wheat Board Act (R.S.C. 1985, c. C-24). 
OF INCORPORATION 
CHIEF EXECUTIVE W. Esmond Jarvis 
OFFICER 
AUDITOR Deloitte Haskins & Sells 


FINANCIAL SUMMARY (§ million) The financial year ends July 31. 
1986-87 1985-86 1984-85 1983-84 


At the end of the period 
Merial Asset ghee ah esas ods eed eee 4,836 5,234 5,210 5,030 
Obligntions,to the private S€CtOl «a. h awit sslaveoen es 4,684 5,060 4,694 4,259 
SPOS ATIONS AOC AN AGA see cry vests ncese aoe Stas vlan iene nil nil nil nil 
BEAU OF Canada a tise tae nee ee eam oe nil nil nil nil 
Cash from Canada in the period 
“PERU O70] Ei eatin eine ce RO te at PR a RAE A eM OPE 245 58 131 121 


mT1ON- ONO ETAT Y Cie Aes a se onic eee ar ee nil nil nil nil 
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THE CANADIAN WHEAT BOARD 
AUDITORS’ REPORT 


TO THE CANADIAN WHEAT BOARD 


We have examined the balance sheet of The Canadian Wheat Board In our opinion, these financial statements present fairly the financial 
as at July 31, 1987, and the statements of operations for the 1986-87 position of the Board as at July 31, 1987 and the results of operations 
pool accounts for wheat, amber durum wheat, oats, designated oats, for the periods shown, in accordance with generally accepted account- 
barley and designated barley for the period August 1, 1986 to comple- ing principles consistently applied. 
tion of operations on October 31, 1987, the statement of administative 
and general expenses and allocations to operations for the year ended Deloitte, Haskins & Sells 
July 31, 1987, the statement of advance payments to producers under Chartered Accountants 
the Prairie Grain Advance Payments Act as at July 31, 1987, and the Winnipeg, Canada 
statement of special account transactions for the year ended July 31, March 14, 1988 


1987. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


BALANCE SHEET AS AT JULY 31, 1987 


(with prior year figures for comparison) EXHIBIT I 
ASSETS 1987 1986 LIABILITIES 1987 1986 | 
$ $ $ $ 
Stocks of grain Liability to banks (Note 5) ......0..0.ccee 3,851,899,419 3,884,278,500 © 
Wheattatesd -es..cese ote ee hee. 793,856,772 983,030,499 Debentures payable (Note 6) ............0..05 66,350,000 69,015,000 
Dirt im riseosresen sh ik eon Sacre cece 153,585,284 69,281,906 Liability to agents for grain purchased i 
Oats cor cn gece ar eet ee pin ee 12,640,197 10,643,612 from producers (Note 7) .........c0ccccsce 658,389,287 962,178,232 
Designated Oats ee eee 384,915 216,145 Liability to agents for deferred cash tick- 
Bare yess cere cee nae ee ee 88,731,182 159,086,431 €ts:(Note!S) mare ees: Sen? shat he 107,072,682 144,884,269 
Designated Barleycorn eee 21,915,448 13,809,239 Accrued expenses and accounts payable ; 
1,071,113,798 1,236,067,832 (Note!) ers rere 84,830,034 114,614,257 | 
Bills of exchange plus accrued interest Outstanding adjustment and final pay- | 
(INOte:2 ye eee Res ae 3,466,552,320 3,552,049,345 ment cheques to producers | 
Accounts receivable (Note 3) IW Thea tees es are eco 101,607 355,645 
Amounts due on completed sales ............ 39,083,941 102,178,934 JB LIEUY IN ncconsrcosconeccbneecerccogenbca:conaaedaooregeenec ct 32,858 55,415 
Sundry oe ae ee 45,840,454 43,108,832 Oats rere eerie eestor ito das 1,271 2,186 
Prairie Grain Advance Payments Act... 23,665,258 16,101,510 Designated(Oats eran ener 391 391 
Due from the Government of Canada re Barley rr ein nat sence’ 35,300 73,752 
deficit on Pool Account Operations Designated) Barley ccncrcr ene. 22,565 15,955 . 
Pool Account Special Account—Net balance of undis- 
Wheaten 2 teen eee. 22,994,777 tributed payment accounts (Note 10)..... 7,125,079 4,174,428 
ats Peer an es Srnec ee ene 6,919,810 Provision for final payment expenses 
Barley ere she ee Valens came nye fe 92,543,884 171,370,689 (USES TTD) sconcosceancerns:conaacecereachoctsccccocteceocte 2,342,578 7,439,828 
Designated|/Barleyie 17,970,279 Surpluses resulting from operations 
The Canadian Wheat Board Building, Pool Account 
Winnipeg, at cost less depreciation ........ 1,831,777 1,941,914 VANCE ce cooceconascososacecaten tare tenoncax eekanerer 8,028,507 
Covered hopper cars, at cost less deprecia- DUT geese eee ee 44,748,991 25,466,720 
tion\(Nole4) in ene eee 66,759,624 69,904,057 OBS eee eee i sen ee 4,642,071 
Office furniture, equipment and automo- Designated|@atsnie es 96,169 635,944 | 
biles, at cost less depreciation.................. 1,010,834 1,084,679 Designated) Barley scent en. ee 21,213,932 
Deferred and prepaid expenses.................... 9,346,640 10,682,075 ; 
4,835,718,809 5,234,404,454 4,835,718,809 5,234,404,454 
W.E. JARVIS 
Chief Commissioner 


R. L. KRISTJANSON | 
Assistant Chief Commissioner 


F.M. HETLAND 
Commissioner 


W.H.SMITH 
Commissioner 
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THE CANADIAN WHEAT BOARD—Continued 
STATEMENT OF OPERATIONS 

1986-87 POOL ACCOUNT—WHEAT 


FOR THE PERIOD AUGUST 1, 1986, TO COMPLETION OF OPERATIONS ON OCTOBER 31, 1987 


(with prior year figures for the 1985-86 Pool Account for comparison) 


Wheat acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or Vancouver .... 
Net tonnes acquired from the adjustment of overages and shortages, etc., at country and ter- 
minal elevators at Board initial prices basis in store Thunder Bay or Vancouvet.................... 
Purchased fromjprioryear Pool: Account——W heaty4.22...-cercccccacec-ccccasecseecsiesefeccvscecssicssesteseneaeases 


Wheat sold 
Completed sales to July 31 basis in store Thunder Bay, Vancouver or Churchill 
DOMESEICR rere CR ott etre rte tine or, Pre Re hk, te BAUER A Sh, en PE PS, 
EXOT URE e ee nae Soe EN SRR Ce cree MACY, WORN EY Sides coc cavc steep sass sesdbvcovnsceenibucpeeendzevestax 


Wheat stocks—Being Wheat stocks on hand at July 31 stated at the ultimate value received 
from the sale thereof, basis in store Thunder Bay, Vancouver or Churchill 
Completed sales for the period subsequent to July 31 
| Dey Ta SEL Ao hace CECE CCECET SE CEOS REGS SOLE: Oo SOC Ee Eee SY per Aree 
HEX POL ape rare eM RON eae cna ere np cated aM Neen ea ced coalswedvoures:Scdhsuscei cudvlesevesisuevivssoeesederitenes 


SS FL SFO VY Ga CseANSACCIONS sere setvee MER Meee erences er rere tener teatereer erence aiaerescermr ses seiecerir tet fuceres 


Operating costs 
Carrying charges 
Carrying charges on Wheat stored in country elevators ......0.0...ccccecsscseseeeesesetseseseseeetseseseneneens 
LOLA TeLONe WilcaestOredNtChMINAlICleV At OLS eres esse erent oeeetar es een nee eee ae ioee te 


Interest, bank charges and net interest on other Board accounts ..........0.....:.c:ccccccceescseeeeeeeeeeseseeees 
i DRY BRAY (ohio seas hccnou erste eoceaee ye eOS. ct anh. e SS ce SP eRS ee ice teen tre SOP res ere eee, 
Additional freight —Wheat shipped from country stations to terminal position ....................... 

—Freightsratercham pes mrs. seer stick eee epic rt rece cae weeseatvacsauereseiescuis 
Handling and stop-off on Wheat warehoused at interior terminals ................0cccccceesesetteetenes 
DDI ADE CAT ES eer ees coos ns os cre ce cehSbes Seu aees indie atenemneen oisem ae Re eeeCe eee ate 
Interest and depreciation on Wheat Board hopper Cars .............ccccccccsesceseeesesesesesesesescsceeeereneeeeeey 
Wheatsboard administrative andiseneralliexpemses, .ce.---eese-ee-tees esas cae ee arenes teeter eases eee eee 


Surplus (Deficit) on operations of the Board on the Pool Account— Wheat, for the period from 
August 1, 1986, to October 31, 1987 (1985-86 November 30, 1986) .o.........ceccccsecteseteteteeteees 


Tonnes 


18,555,981 


178,783 
1,861,457 


20,596,221 


916,987 
13,045,777 
19,039 


13,981,803 


355,937 
5,694,438 
564,443 


6,614,418 
20,596,221 


1986-87 


Amount 
$ 


2,150,584,269 


19,921,478 
244,206,898 


2,414,712,645 


1,728,115,439 


793,856,772 


sy) MPA 
107,259,566 


49,772,667 
16,582,309 


66,354,976 


(6,375,164) 
1,770,643 
8,749,488 

825,363 
(99,389) 
3,724,128 
7,150,182 
17,130,832 


99,231,059 


8,028,507 


Tonnes 


18,931,918 


153,256 
2,643,047 


21,728,221 


1,356,661 
12,522,048 
96,067 


"13,974,776 


470,329 
5,421,659 
1,861,457 


7,753,445 
21,728,221 


EXHIBIT II 


1985-86 


Amount 
$ 
2,762,203,255 


22,701,518 
485,321,721 


3,270,226,494 


2,436,669,118 


983,030,499 


3,419,699,617 
149,473,123 


80,147,712 
27,039,928 


107,187,640 


(2,674,500) 
6,530,228 
8,087,425 

(126,518) 
508,282 

23,113,388 

10,681,214 

19,160,741 


172,467,900 


(22,994,777) 
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THE CANADIAN WHEAT BOARD—Continued 
STATEMENT OF OPERATIONS 
1986-87 POOL ACCOUNT—AMBER DURUM WHEAT 


PUBLIC ACCOUNTS, 1987-88 


FOR THE PERIOD AUGUST 1, 1986, TO COMPLETION OF OPERATIONS ON OCTOBER 31, 1987 


(with prior year figures for the 1985-86 Pool Account for comparison) 


Durum acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or Vancouvet............... 
Net tonnes acquired from the adjustment of overages and shortages, etc., at country and terminal 
elevators at Board initial prices basis in store Thunder Bay or Vancouvet .................:cc:0eeeeees 
Purchased from prior year Pool Account—Durum .......0.......ccccececeeecsecseeeseeeseseeeseseseeessscsesescseneneessenseesens 


Durum sold 
Completed sales to July 31 basis in store Thunder Bay, Vancouver or Churchill 
DOmmiestic ee eee tree tee cries Sere er re eee sans Mere ere et ck ls see eR ee ae ean ae RE 
EX port ss. cocoa toe cetera ete ccctte te lose taet vs cteas cates Monash era ete tereasec etree ee ee Ce RG 


Durum stocks—Being Durum stocks on hand at July 31 stated at the ultimate value received from 
the sale thereof, basis in store Thunder Bay, Vancouver or Churchill 
Completed sales for the period subsequent to July 31 
DOmmeStic 2 secs crores ee cscee: vase nied teases e eas esa eRe Ua eS oaeSe NTs ee ne TEs Gas oa ane RAG MOTE Eo acces e es 
EX Prt 5. css ctessssosoconsntsuacsesstesssnninin sasuanssasicn eesnas vestesecsavoassesresovd-acoonseiseasguavassevtatuaencet tans tee teeters 


Surpluson;Ambes, Durum) Wiheatstransactionsi1sse cee acer c one-one eae eee renee 


Operating costs 
Carrying charges 
Cargyingicharges on Durumistored inicountry elevators... etree ree ee eee ees 
StoragefoniDurumistored initerminaliclevatorsyerse ete. eee eee eee 


Intéresttand bank charges ¢.cc5.cv.sercc-cteecere te cces te seesoeae eck ee sans a scaess Ore Re eee te eee ree 
DGMUrra pe ie esccsccsche revert iye os Setee eee ae cass osca cova ask suede la sViadoaav edt eats HERONS ESO 
Additional freight —Durum shipped from country stations to terminal position .................:.c::ce 

—=Kreight rate Cham ess: ccc.scsvesescccts ores a: ves ceascasigvsccecestem teem ee 
Handling and stop-off on Durum warehoused at interior terminals ...............0..c.cccccscescccseseseeeeseteteteeees 
Drying Charges tc x scssssccascscre cates tect ast ware ness cc vemt ete ee tates cosa decker EN oe RCC a ee 
Interest andidepreciationionawWheat: Boardhoppencarsn- 1... tere eee eee eee 
Wiheat; Board administrativerandigeneraliexpenses sc.cn.-.-.cceecreserereststeere sce eee rere 


Surplus on operations of the Board on the Pool Account—Durum, for the period from August 1, 
1986,to.October31, 1987 (1985-86|October 31591986) meee. ee eee ee ce eee 


1986-87 
Tonnes Amount 
$ 

2,865,836 343,855,111 

5,895 658,074 

189,565 22,875,459 

3,061,296 367,388,644 
111,960 
1,770,302 
2,102 

1,884,364 277,152,352 
41,559 
514,245 
621,128 

1,176,932 153,585,284 

3,061,296 430,737,636 

63,348,992 

9,493,349 

4,496,472 

13,989,821 

(570,302) 

839,952 

332,687 

234,532 

(145,302) 

168,588 

1,104,293 

2,645,732 

18,600,001 

44,748,991 


EXHIBIT Ill - 


1985-86 
Tonnes Amount 
$ 
1,685,977 256,984,980 
7,299 990,521 
119,646 22,440,181 
1,812,922 280,415,682 
131,955 
1,158,296 
20,075 
1,310,326 250,864,551 
26,635 
286,396 
189,565 
$02,596 69,281,906 
1,812,922 320,146,457 
39,730,775 
6,528,593 
2,763,732 
9,292,325 
(1,439,525) 
888,837 
201,681 
(1,024) 
916,763 
1,819,147 
951,213 
1,634,638 
14,264,055 
25,466,720 
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THE CANADIAN WHEAT BOARD—Continued 
STATEMENT OF OPERATIONS 


1986-87 POOL ACCOUNT—OATS 
FOR THE PERIOD AUGUST 1, 1986, TO COMPLETION OF OPERATIONS ON OCTOBER 31, 1987 


(with prior year figures for the 1985-86 Pool Account for comparison) EXHIBIT IV 
1986-87 1985-86 
Tonnes Amount Tonnes Amount 
$ $ 
Oats acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or Vancouver .... 254,144 18,936,141 198,411 19,614,453 
Net tonnes acquired from the adjustment of overages and shortages, etc., at country and ter- 
minal elevators at Board initial prices basis in store Thunder Bay or Vancouvet.................... 397 42,958 234 23,774 
Purchasedunomuprory eatir colPACcount—Oatsiiee. ce ceric cc-sco.eceec ese esp nesedcseatsseteseceyadiesnstosevoeeeee 28,990 2,199,808 4,310 440,331 
283,531 21,178,907 202,955 20,078,558 
Oats sold 
Completed sales to July 31 basis in store Thunder Bay or Vancouve..............0:ccccceseereteteeeeees 178,261 15,007,238 59,640 5,044,472 
Wieishthlossesinitransityandei mdf ying eevee ec. 5, cocacescc one terme atscecyceey sadness uncoesersannsvseckeecasevactonacsntce 47 


Oats stocks—Being Oats stocks on hand at July 31 stated at the ultimate value received from 
the sale thereof, basis in store Thunder Bay or Vancouver 


Gonipietedisalesi olpenlodisu DsequenbtOnuly Slim ener a ey etree gears 34,938 3,774,908 114,325 8,443,804 
SalewtolsubsequentsPooltNccount——Oatsire.accsc vote sne sates seine, cance neesteseeseecpenee ste eset tpeenses 70,285 8,865,289 28,990 2,199,808 
283,531 27,647,435 202,955 15,688,084 
SUC DINSTUDeUCIN) TON OatsitranSaCtiOns: meg wrercate eis creer arte ee ere en eer canoe 6,468,528 (4,390,474) 
Operating costs 
Carrying charges 
Carrying charges on Oats stored in country elevators ...........ccccececee sees eceeeeeseeeeeseeeseseeeeeseeenes 696,193 1,056,922 
Storageon Oatsistoredun terminalielevators cee. seuss ote cena eine eek ee: aes 589,322 $38,960 
1,285,515 1,595,882 
MnterestrandrOankvCnanges sence orm aes eames nearer ee ror mci eee (59,352) 236,658 
DEMUNTA Re mere ere ee ee IRD SEMIS Docscecit tere (6,196) 37,344 
Additional freight —Oats shipped from country stations to terminal position..................00.00 243,254 147,068 
E—ETEIDNUTATS CHAM DES Merete tree cer Nees tee eee te ae ee os eee ett, anenaea eas 17,779 17,206 
DDViTT RECA DOS tree ieee ita re earen a ea e a ne RAVEN cathy, wed cone emai tee othe eel ee 12,903 171,454 
Interest and depreciation on Wheat Board hopper Cars ............cccccccscceecsssecseseseseserecseseneeseseneeceeaes 97,929 111,942 
Wiheat Boardiadministrative ang generalexpenSes esc cieee se nerences me eetae ranean narra arate see 234,625 211,782 
1,826,457 2,529,336 


| Surplus (Deficit) on operations of the Board on the Pool Account—Oats, for the period from 
August 1, 1986, to October 31, 1987 (1985-86 November 30, 1986) .0.........cccceceeeteteeeeteees 4,642,071 (6,919,810) 
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THE CANADIAN WHEAT BOARD—Continued 
STATEMENT OF OPERATIONS 
1986-87 POOL ACCOUNT—DESIGNATED OATS 


PUBLIC ACCOUNTS, 1987-88 


FOR THE PERIOD AUGUST 1, 1986, TO COMPLETION OF OPERATIONS ON OCTOBER 31, 1987 


(with prior year figures for the 1985-86 Pool Account for comparison) 


eee ——————eeeeseseseses———__ nnn 


1986-87 


Designated Oats acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or Vancouver .... 


Designated Oats sold 
Completed sales to July 31 basis in store Thunder Bay or Vancouver ........-.cceete ise 
Designated Oats stocks—Being Designated Oats stocks on hand at July 31 stated at the ulti- 
mate value received from the sale thereof, basis in store Thunder Bay or Vancouver 
Completed sales for the period subsequent to July 31 ......... ccc eeeeiesties ter tee ieee eeeteeece ees ecee econ 


Surplus on Designated Oats transactions ................ccccsesesseseeseecsseeseetensenesneersssevesnseseseeseensenessensensnses 


Operating costs 
TA CTOS tesa a ee ee ee Sec SG ars as evau ease sakes ane casera 
Interest and depreciation on Wheat Board hopper Cars ............::ccccssseeteeceeseeeeeeee teres ree teeseeeeseeeeies 
Wheat Board administrative and general Expenses ...............cccccccsccesesetsesesteteneeseseseeeneneneceeees rer: 


Surplus on operations of the Board on the Pool Account—Designated Oats, for the period from 
August 1, 1986, to October 31, 1987 (1985-86 October 31, 1986) icons ere anteereeereenas 


Tonnes 


55,386 


52,367 


3,019 


55,386 


Amount 


$ 


7,037,675 


6,794,003 


384,915 


7,178,918 


141,243 


(27,400) 
21,342 
51,132 


45,074 


96,169 


EXHIBIT V 


1985-86 
Tonnes Amount 
$ 


36,714 4,644,373 


34,968 5,052,964 


1,746 216,145 


36,714 5,269,109 


624,736 


(67,518) 
20,714 
35,596 


(11,208) 


635,944 
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THE CANADIAN WHEAT BOARD—Continued 
STATEMENT OF OPERATIONS 


1986-87 POOL ACCOUNT—BARLEY 
FOR THE PERIOD AUGUST 1, 1986, TO COMPLETION OF OPERATIONS ON OCTOBER 31, 1987 
(with prior year figures for the 1985-86 Pool Account for comparison) 


1986-87 
Tonnes Amount 
$ 
Barley acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or Vancouver............... 5,428,259 431,547,562 
Net tonnes acquired from the adjustment of overages and shortages, etc., at country and terminal 
elevators at Board initial prices basis in store Thunder Bay or Vancouver ............:.ccccccssesteeseesetenees 15,532 1,230,828 


Purchased from prionvear Pool-A ccount—— Barley Ssiscsivesene sacs Se tases tevaewe sctoeecatse scent ies GORI Mot ree reese 


5,443,791 432,778,390 


Barley sold 
Completed sales to July 31 basis in store Thunder Bay, Vancouver or Churchill......0.0.cccccceseeeee 4,124,421 275,473,667 
Wieiehtslossesnimiransitrangimdryine eet. crete: once ee arctan: reree ree wieer er eat anna ege acne ors 4,750 


Barley stocks—Being Barley stocks on hand at July 31 stated at the ultimate value received from 
the sale thereof, basis in store Thunder Bay, Vancouver or Churchill 
Gompletedisalessombhe period subsequent COW UlY, Slvererr says eena entice an cerns es 1,314,620 88,731,182 
SAlestoisu Dsequen mE OolLACCOUNT——Danleyicnmey-c vue iere escamatee sexes cso racers a aise corer eee ee 


5,443,791 364,204,849 
Deacon Barley iransacGons ee ee er aE Sn (68,573,541) 


Operating costs 
Carrying charges 


Garryingseharges on Barley stored in countryieleyvators,<s--..te-cussect, cet Besse esses cncee- eee ertaae tenessecctencees 8,767,644 
Storage oniBanley storediin terminalielevatons ce co.cyc eas eon oh eae eet cercer terse san cee ceeenen sear 1,725,059 
10,492,703 
Interesteand Pan ke CHATS ES: cccrecsecs sed sacsuses OEE APTA Me RR eae ae cad ane wansetatiesnancvansvecumiteeecet 3,365,236 
ID GMNULT ADORE er secterctee secs acheter race ee PRE ee SI, Mee RMN is scesSaxess soar Bie Masescectaeees 448,507 
Additional freight—Barley shipped from country stations to terminal position.........0.0.0..ccee 986,917 
—=hreightitate: changes ieads... tenia hee RED cas vet tsesees cates sinesedaeserpaneeaeerest 212,161 

Handling and stop-off on Barley warehoused at interior terminals .....0....0..0..:cccccccccccecsetecsetetseteesetetsees (21,312) 
DPVIN GI CHAT SES) saecionekcnracesewe vere wae SUE oct ea aE PONE oo costes ette tena oueE saeencces 1,383,103 
Interest and depreciation on Wheat Board hopper Cars. ...........:c:seccssosessscssseesesescatscescsevenssdstensetoaseeesnesones 2,091,673 
Wiheat Board'administrativeand:general expenses..cccc.n ccc cexccceesesscratees acre tee ee ene es Pa Redes econo 5,011,355 
23,970,343 


(Deficit) on operations of the Board on the Pool Account—Barley, for the period from August 1, 
L98Gnto. October 5101987 (L98 5-86 Octoberss a 1986) rem. pee eRe cere tera eee eres (92,543,884) 


STATEMENT OF OPERATIONS 


1986-87 POOL ACCOUNT—DESIGNATED BARLEY 
FOR THE PERIOD AUGUST 1, 1986, TO COMPLETION OF OPERATIONS ON OCTOBER 31, 1987 
(with prior year figures for the 1985-86 Pool Account for comparison) 


1986-87 
Tonnes Amount 
$ 
Designated Barley acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or Vancouvet................ 1,035,883 164,254,027 


Designated Barley sold 
Completed sales to July 31 basis in store Thunder Bay or Vancouver ..............cccccccecceeccsseceesesesesseeeseeees 876,186 125,802,562 
Designated Barley stocks—Being Designated Barley stocks on hand at July 31 stated at the ulti- 
mate value received from the sale thereof, basis in store Thunder Bay or Vancouver 
Completedisales for the period’subsequentitom uly; 3 meer ees ces tenes ees eet ne sees 159,697 21,915,448 


1,035,883 147,718,010 


}) (Deficit) Surplus‘on Designated Barley transactions....,.....c.sscr.sssssrssssssisessesecssessessssnsstuesacsasersessesnestecszers (16,536,017) 
_ Operating costs 
ATCO LOS bercresrerece sere eT STITT Oe SET TT USS aT TUTE NTIS SET OTT FST OU UNE PN TES (39,614) 
EONS DC ener ee crac ccc ouneeai tern re en meter pec eens mb wectttce 2 Fea nthe en RO ER AR Cee Cae ee Cem EEL a bi 118,395 
Interest;and depreciation’on: Wiheati Board Hopper Carsne cess etre erere meee cee teres eee ee ees Shee) ley) 
Wintat Board aaministratve and iP eNnerdll ex DCNSeS arena neces eet rere elena fen ae eer eee tee 956,324 
1,434,262 


(Deficit) Surplus on operations of the Board on the Pool Account—Designated Barley, for the period 
from August 1, 1986, to October 31, 1987 (1985-86 October 31, 1986) ooo... ccccccecceeeeeeeteeeeteeeees (17,970,279) 
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EXHIBIT VI 


1985-86 
Tonnes Amount 
$ 


4,947,005 539,124,215 


18,862 2,411,708 
480,853 53,604,187 


5,446,720 595,140,110 


3,156,990 303,417,269 
21,463 


2,268,267 159,086,431 


5,446,720 462,503,700 


(132,636,410) 


10,622,501 
3,957,268 
14,579,769 
poe RES 
975,328 
2,165,184 
19,309 
1,703,300 
6,109,994 
2,791,055 
4,796,365 


38,734,279 


(171,370,689) 


EXHIBIT VII 


1985-86 
Tonnes Amount 
$ 


645,255 101,758,993 


574,947 108,116,420 


70,308 13,809,239 


645,255 121,925,659 


20,166,666 


(2,036,919) 


364,047 
625,606 


(1,047,266) 


2213932 
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THE CANADIAN WHEAT BOARD—Continued 
STATEMENT OF ADMINISTRATIVE AND GENERAL 


EXPENSES AND ALLOCATIONS TO OPERATIONS 


FOR THE YEAR ENDED JULY 31, 1987 


PUBLIC ACCOUNTS, 1987-88 


(with prior year figures for comparison) EXHIBIT VIII 
1986-87 1985-86 1986-87 1985-86 
$ $ $ $ 
Administrative and General Expenses Allocations to Operations 
Salaries—Board members, officers and staff ...... 15,091,466 15,339,013 1. Marketing of Producers’ Grain 
Unemployment insurance, pension, group insur- 1986-87 Pool Account—Wheat .............cee 9,053,849 
ance, medical and other employee benefits ...... 2,032,540 2,022,676 1986-87 Pool Account—Durum ................0.0.... 1,398,301 
Manitoba Health and Education Tax .................. 255,791 225,074 1986-87 Pool Account—Oats .............0:cc. 124,002 
Advisory Committee—Travelling expenses and 1986-87 Pool Account—Designated Oats ....... 27,024 
PerdiemlallowanCes — ceria 176,096 77,769 1986-87 Pool Account—Barley .................... 2,648,560 
Rental and lighting of offices including mainte- 1986-87 Pool Account—Designated Barley .... 505,429 
nance of The Canadian Wheat Board Build- 1985-86 Pool Account—Wheat ...............00005 8,730,194 
TY aR ere ot cle erence Sera cerns eae 1,419,340 1,590,643 1985-86 Pool Account—Durum ......................- 708,737 
Telephones—Exchange service and long dis- 1985-86 Pool Account—Oats ............:ccceeee 102,819 
tance: Callls\ypeceee toe tieer nee evra oe 423,592 347,095 1985-86 Pool Account—Designated Oats ....... 15,433 
Telegrams, cables and telex expense .................... 151,400 145,468 1985-86 Pool Account—Barley ................005 2,079,580 
POSta 26 io? hcsovs crane teas rece atc touch ages eRe see 575,798 636,982 1985-86 Pool Account—Designated Barley .... 271,247 
Printing, stationery and supplies.....................4 612,703 595,479 25,665,175 26,560,892 
Annual report, mini report and “Grain amen 
Matters setCe sete concn eee 142,946 139,041 
DistrictimeetingSies......-.-.-e eee eee 18,429 13,564 2. Distributing Final Payments to Producers 
Ollice Xpeisec ceo ee ne 626,626 566,028 (a) Wheat and Durum 
Travelling and transfer of staff .........0.0.0.cce 739,336 893,265 1985-86 Pool Account—Durum ..............e 90,676 
Travelling expenses—Inspectors............0:0:cceeen 178,144 162,716 1984-85 Pool Account—Wheat ..............- 18,484 
egalifeesiand COUnLICOSIS. mem mene ee 37,301 47,586 1984-85 Pool Account—Durum ..............2.0 3,227 
Aidit fees ete osc cctsp pecs onpescne PE 91,000 91,000 1983-84 Pool Account—Wheat .........sessse 1,643 
Computing equipment—Rental and sundries...... 2,628,148 3,481,523 1983-84 Pool Account—Durum .................-. 223 
Repair and upkeep of office machines and 1982-83 Pool Account—Wheat...............:005 896 
equipmentsetcme eee ate ee eee 52,562 47,889 1982-83 Pool Account—Durum ...........-... 124 
Grain market publications and services ............... 109,226 88,272 1981-82 Pool Account—Wheat ............ 1,044 
The Canadian Wheat Board share of operating 1981-82 Pool Account—Durum ..............0.0.... 144 
expenses of Canadian International Grains 1980-81 Pool Account— Wheat Bears s adden coasereeee 747 
Tisiutencee co ee oe et 1,100,446 997,623 1980-81 Pool Account—Durum ..................00.. 103 
Bonds: andiinsurancepeatec cee tere 42,712 40,408 117,311 233,801 
Winnipeg Commodity Exchange dues ................. 12,120 10,370 (b) Coarse Grains Fi ten Pa 
Depreciation on building, furniture, equipment 1985-86 Pool Account—Designated Oats ....... 4,771 
angautomopbiles:. see eae eee 334,808 339,715 1985-86 Pool Account—Designated Barley .... 26,382 
1984-85 Pool Account—Oats ..........cccecee 819 
1984-85 Pool Account—Designated Oats ....... 201 
1984-85 Pool Account—Barley ...............0 19,442 
1984-85 Pool Account—Designated Barley .... 14,386 
1983-84 Pool Account—Oats ......... eee 798 
1983-84 Pool Account—Designated Oats ....... 78 
1983-84 Pool Account—Barley ...............0..0. 1,011 
1983-84 Pool Account—Designated Barley .... 178 
1982-83 Pool Account—Oats ...........c cee 145 
1982-83 Pool Account—Designated Oats ....... 25 
1982-83 Pool Account—Designated Barley .... 103 
1981-82 Pool Account—Designated Oats ....... 339 
1981-82 Pool Account—Barley ...............0... 578 
1981-82 Pool Account—Designated Barley .... 103 
1980-81 Pool Account—Oats ........0. ces 173 
1980-81 Pool Account—Barley ...............000. 434 
1980-81 Pool Account—Designated Barley .... 78 
70,044 104,506 
3. Allocation authorized by Order-in-Council 
from Special Account—Undistributed Pay- 
ment Accounts in partial payment of 
Administrative and General Expense 
incurred in respect of the Prairie Grain 
Advance Payments ACt.............::ccccssceeeeenee 1,000,000 1,000,000 
26,852,530 27,899,199 26,852,530 27,899,199 
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THE CANADIAN WHEAT BOARD—Continued 


STATEMENT OF ADVANCE PAYMENTS TO PRODUCERS 
UNDER THE PRAIRIE GRAIN ADVANCE PAYMENTS ACT 


AS AT JULY 31, 1987 EXHIBIT IX 
Cash Advances Balance to 
Advances to Repaid by be Refunded 
Producers Producers by Producers 
$ $ $ 
SSeS SACLOD! Veal me ch mete en erm N eer reet ered a eters tiie ie ee le ef 35,203,467 35,200,848 2,619 
NOS S“5 CTOPMViCa Teen e Nee nn eee et Tee tactic ee ore ee Oe WEN. TS 34,369,653 34,366,768 2,885 
1959-60 Crop Year 38,492,505 38,490,061 2,444 
1960-61 Crop Year 63,912,550 63,904,499 8,051 
1961-62 Crop Year 16,656,713 16,651,472 5,241 
1962-63 Crop Year 29,251,526 29,245,974 D502 
1963-64 Crop Year 62,136,418 62,129,679 6,739 
1964-65 Crop Year 32,961,844 32955027, 6,117 
1965-66) Crop av Cabrera, nether eee ee ee emer aN heath Bend LAE reps armor nem 40,600,386 40,596,511 3,875 
BOO-GRCTODI Car 9.77. 1k, See einen & Wee nails A TATE ROU ME at DOT ae) 36,668,270 36,664,915 3,355 
NI G1A68 Gropyycalz.. toe tee 5 et. teen eee, Bed. cee ee A RS Seg ole oil. Lette Ot CR Re eee Ey ee eel 47,280,533 47,277,578 2,955 
BO OS GOEL OD Ly CATaMR RMR ies Joccicrn ss AON 8 cvs MORN ccs seed ssh rsgite laste dud ovduatved fevehaetaes coeds tomd elo heoasosasunteiter losin IS 16852.3 1959 151097251155 80,164 
BEEO9= 7 ONC rOp EY eal tear ese ccarcses cee rare ec erat recs Albacore: MRA teas acceesdsia ke Re ee oe Ose 272,777,516 272,476,426 301,090 
RAMS TA BCE Re YS EE? cL Soper a 4 Ee ea ed Ot ne ose ete oe eck Ale eee CON 91,105,890 91,076,244 29,646 
MO EVD COP EY CO Lema te ose ce sees cores recon ee eee Me acesilae red oe scs ea eae cose cre A Pomme AUNT. doves aah 68,142,360 68,109,097 33,263 
TIPSIEG (oy 0) EY 0 to Ae eer) Se eee SS.) nD. Ae EN UO Ay 20,754,104 20,743,234 10,870 
TRESS ae CEN 0 01 82ers Oe se era eee eee PERE, © FU Den RR Diets ith aac raved tam Oy 35,259,387 35,219,656 39,731 
S742] SICrOp Ly Calero ne, veer ee eet tenet Ae UPR ers nie: Id haat Rall Abe BM SBE 7 Ae ely I 46,635,399 46,604,087 31,312 
975-76 Cropry Carian erent sek mee eee ee enone, SIE, MOR RBS kde Se OTN Ud cern 8 20,236,528 20,208,199 28,329 
CHAS STAT CS 0) oy SEN 2 5 AE ne Nae Te ee eee eee ee 130,592,220 130,477,908 114,312 
Be 971-7 SICLOP LY CA lammeme rere rec ses cee eee GEN ee Here Tac areie ee eae inc DD coins hte RE: Del eee ak AG SRR 119,090,916 118,927,013 163,903 
MIST S-7 9GrOpRy calor near tee Gainer een tare a cals), Nya aMer er, capri ee wi AL alana Rib, Salt ended nl hates ti ld 151,316,450 151,195,088 121,362 
S980 CLOpHY CALE mente ieee era oon, este edocs ad ee OL Occ asaccisitu oh ) ae ee erate vent cece Ot 99,146,581 99,092,368 $4,213 
BOSO-S IC Croply Caravan so hes eRe ac ees ess MA ae Wisco ctr RMI ca cessor ls optinouesennss 1, SERRE Ca Sion 61,640,150 61,598,229 41,921 
BS CES COPAY Cate een, kek er Oe ORE Re ERR EN Mae cin OE MAME Oe dd ou UN elaeta geiu tscwe tiles ok vsicetavcosenss 333,688,190 333,218,361 469,829 
M98 2233 COLOPIN, Calbia as crs cece ceeas. ee eRe ET eae ne car AN Oe a Ce vst veri eccin baeins jeune sdseeereacis 309,022,755 308,165,295 857,460 
BLISS -S4iCropry cCatrer seers ee tate USE Le AL RE Shoe, eV eee ROR LIND Ne edna 286,736,519 285,846,300 890,219 
ORCAS) (O10) 9) 1) CP ci ae Bh eh lei aso gat ae oi, ee A MR ae 2, mn er On et 201,289,320 200,209,940 1,079,380 
PO SS-SOICTOPhV.CALe teen. ee Ree kets RE Re Te RNC Nh EE a eae pcos ashatuhcevsern soca tise Misano 340,670,596 338,069,668 2,600,928 
sin 8 aC CEODLN RAT eats tebees: Becer Wnce, ROR Mh ra fond eb sts cecsser tome me A Pisa eusstvetvitsFasectervintenomvvsvisinnsons REDON 642,511,850 611,467,079 31,044,771 


3,820,002,915 3,781,960,379 


Balanceitolbe retunded DY/Producers.aS AC DULY is ail 9.8.7 cre ere een ere Pe ce neers ne 38,042,536 

#Add. bank interest to July 31,1987 payable by the Government of Canada co...c...cccccecccscccsessscscsesssessssssssevecevestscarsszesecesescsses Me eessuecsessesstesss 136,344,609 
PeSSSAMOUNU PAlG tOLIULY Sli 9S [eee ear or tren ten ene EN eh S| nn LL eure Om Ue fie A eee a CU 136,061,601 283,008 
38,325,544 

Deduct: balance of funds received to cover advance payments in default 

Governmentot @anad ater crane eee mene ed Et ian on Ucn ae Sere et EL ee, eT Ed Cer ee Ten eet aR ee ee 1,546,600 

eine; Blevator Companies: teanccrese te natt ser weenie te Nis chal rn OR Rane My ee het ora Mace ANd the Ue ey 78,621 
Interestsreceivedion defaultipaymentsyite eerste ee een regs ee tent oo), ee UR Ec le Ge 13,035,065 14,660,286 
wings tomneeanadianswiheat Board asatn Ulysse] OS geen ec cett ennntn e U ne tO ERO sy) ee eee en ee 23,665,258 


—e—r—ee— ee KS 
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THE CANADIAN WHEAT BOARD—Continued 


STATEMENT OF SPECIAL ACCOUNT TRANSACTIONS 
FOR THE YEAR ENDED JULY 31, 1987 


Balance of Special Account as at July 31, 1986 


Transfer to Special Account authorized by Order-in-Council P.C. 1987-1121 from the following 


1979 Wheat Payment Account 
1979 Durum Payment Account 
1979 Barley Payment Account 
1979 Designated Barley Payment Account 


Expenditures 
Authorized by 
Order-in-Council No. 
P.C. 1987-1122 
P.C. 1987-439 
P.C. 1986-1874 
P.C. 1986-1058 
P.C. 1985-2262 
P.C. 1985-1945 
P.C. 1984-2690 
P.C. 1983-2007 
P.C. 1983-2003 


P.C. 1981-3436 


Less: payments to producers against old payment accounts 
Balance of Special Account as at July 31, 1987 


Description of Purpose 


Canadian International Grains Institute—Capital 

EE XPOnGitu resis ..ctare tree eerie vein sree eee see oe 
General Promotion and Overseas Advertising ............ 
Market Development ssc crre eer sete eee 
Prairie Grain Advance Payment Act—Administra- 


Remote Sensing Crop Monitoring Project .................. 
Customer Mission Program—SOth Anniversary ....... 
Customer Mission Program .............ccccccccccecessecseseeee 
Canadian International Grains Institute—Capital 

Expenditures: a. ecemert enc ccr eee ery 
Joint Policy Coordinating Committee of Canada and 

United States Wheat Producers... 


Unexpended 
as at 
July 31, 1986 


$ 


133,086 
461,972 


2,000,000 
33,000 
220,678 
266,137 


45,048 


88,133 
44,118 


BPA Yee 


Authorized 
Crop Year 
1986-87 


$ 


150,000 
750,000 


235,882 
1,135,882 


PUBLIC ACCOUNTS, 1987-88 


Unexpended 
as at 
July 31, 1987 


$ 


123,984 
455,787 
191,263 


1,000,000 


169,936 
2235159 


42,097 


88,133 
37,330 


2,332,289 


3,495,187 
449,702 
741,992 
366,630 


Expended 
Crop Year 
1986-87 


$ 


26,016 
427,299 
270,709 


1,000,000 
33,000 
50,742 
42,378 


2,951 


242,670 


As at July 31, 1987, there were unexpended authorizations totalling $2,332,289 leaving an unexpended balance of $4,791,984 in the Account. 


EXHIBIT X 


$ 
4,174,428 


5,053,511 
9,227,939 


2,095,765 


7,132,174 


7,095 
7,125,079 
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FINANCIAL RESULTS AND NOTES TO FINANCIAL STATEMENTS 


PUBLIC ACCOUNTS, 1987-88 


notes thereto for the crop year under review are presented in this sec- 
tion of the report. These statements consist of the Balance Sheet 
(Exhibit I), which sets forth the financial position of the Board as at 
| July 31, 1987, together with other statements (Exhibits II to X) show- 


The Financial Statements of the Canadian Wheat Board including 
| ing the results of Board operations for the year. 


__ The practice of the Board is to include in its accounts at July 31, the 

final operating results of pool accounts when marketing operations 
have been completed before the issuance of the annual report. Opera- 
tions on the 1986-87 Pool Accounts for Wheat Amber Durum Wheat, 
Oats, Designated Oats, Barley and Designated Barley were completed 
on October 31, 1987. Details of the final operating results of these pool 
accounts with commentary thereon are presented in this section of the 
report. 


Although the basic measurement for grain has been the “tonne” 
| since February 1, 1978, for your information a tonne equals 36.74371 
| bushels of Wheat, 64.84183 bushels of Oats or 45.92963 bushels of 
| Barley. 


| Pool Account — Wheat 


Initial Payments 
During the crop year the Board was authorized to purchase wheat 


| from producers at a fixed initial price of $130.00 per tonne for No. 1 
Canada Western Red Spring. 


TO PRODUCERS ON THE 1986-87 POOL ACCOUNT—WHEAT 
_FOR THE PERIOD AUGUST 1, 1986 TO OCTOBER 31, 1987 
(with prior year figures for the 1985-86 Pool Account for comparison) 


Deduct Operating Costs 
Carrying charges 


ColintryiGlevatorsira.c. peer esters. 2e, fe eed cad ee aR eet sen cist eanss peP alco 
BC HID FAST OLA Ce cee are RR Ocal ag ER ose See enn Ss ho aaga cnc tee - 

sLotal: CamnvingyGnarges: te xtcscct tec $0 eee OO cr rs teeny UR SE PER cee ccc 
| Bank interest and net interest on other Board accounts............c:cccssecsecseeeerestesteereseeses 
Se FPUE LAG ere ne a aR Ne UST RCT RAE coe ei cy OSEAN Sats 
Additional freight—To terminals .....-c......ccc.-ccecesesarcescseteecccncnnneneves Re re, ae Ts 
== BTOLE Ae TAT CHAN OC ae neem eeare rete mente te eet yn teh ENO a 
MELANIN GANG StOP= Olle wera tore rerenee ee Mtee. Mees eth ea enee td AOR NR Re notre 


Morali@perating Costs mec. rete oe secre coerce ast ce catnnre norton oat cies ee acu a eameice 
BEHED LUIS DCLICIUP ONO PeTAtONS ee heres ca eke ee ere eae ac 
Mariidsanterest carnedialten. October Silly «. tcsic, acistes teers kde sttscts SONS be HOO...» 
BEAUDL COST Of ISSUING 11a DaVIDEN fee eat eae aera vee Ai Asta sunken eames 
maneplusiton Distmbution.to Producers. scan eeetaest creace es. ete esd ioe eee 


Supplies of Wheat 


Supplies of wheat in the 1986-87 Pool were 20,596,221 tonnes, com- 
prised of 18,555,981 tonnes delivered by producers, 178,783 tonnes 
acquired from other than producers and 1,861,457 tonnes purchased 
from the previous pool. 


Grade Pattern 


Deliveries of grain to the 1986-87 Pool Account were of similar 
quality compared with receipts in the previous pool. Deliveries of Nos. 
1 and 2 Canada Western Red Spring totalled 9.528 million tonnes or 
$1.34 per cent of total receipts, while No. 3 Canada Western Red 
Spring receipts of 5.056 million tonnes amounted to 27.25 per cent of 
total receipts. Deliveries of Utility grades including Canada Feed 
amounted to 2.700 million tonnes or 14.55 per cent of total producer 
deliveries. Approximately 6.03 per cent of producer deliveries graded 
tough while .24 per cent graded damp compared to 19.32 per cent 
grading tough and 3.92 per cent grading damp in the previous year. 


Final Statement of Operations and Surplus for Distribution to 
Producers—Wheat—Table A 


Marketing operations on the Pool Account for Wheat resulted in an 
operating surplus of $8,028,507. After allowing for the cost of issuing 
the final payment and adding estimated interest earnings subsequent 
to October 31, 1987, the net surplus for distribution to producers 
amounted to $8,118,973. This represents an average of $0.437 on pro- 
ducer deliveries of 18,555,981 tonnes. Table B shows the total price 
realized by producers at $130.00 for No. 1 CW Red Spring compared 
to $160.00 for the previous pool. 


| STATEMENT OF OPERATIONS AND SURPLUS FOR DISTRIBUTION 


TABLE A 


1986-87 Pool Account 


Rate per 
Amount tonne 


1985-86 Pool Account 


Rate per 
Amount tonne 


18,555,981 tonnes 18,931,918 tonnes 


$ $ $ $ 
2,257,843,835 121.677 2,911,676,378 153.797 
2,150,584,269 115.897 2,762,203,255 145.902 
107,259,566 5.780 149,473,123 7.895 
49,772,667 2.682 80,147,712 4.233 
16,582,309 894 27,039,928 1.428 
66,354,976 3.576 107,187,640 5.661 
(6,375,164) (.344) (2,674,500) (.141) 
1,770,643 095 6,530,228 345 
8,749,488 472 8,087,425 427 
825,363 045 (126,518) (.006) 
(99,389) (.005) 508,282 027 
3,724,128 201 23,113,388 1.221 
7,150,182 385 10,681,214 564 
17,130,832 923 19,160,741 1.012 
99,231,059 5.348 172,467,900 9.110 
8,028,507 432 (22,994,777) (1.215) 
132,913 007 
42,447 002 
8,118,973 437 
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FINANCIAL RESULTS AND NOTES TO FINANCIAL STATEMENTS—Continued 


PAYMENT RECEIVED BY PRODUCERS FOR PRINCIPAL GRADES OF WHEAT 


BASIS IN STORE THUNDER BAY OR VANCOUVER 


TABLE B 


—  ——————————————————————————————————————— ———————— ———SS009— qo 


Grade 


Red Spring Wheat Grades 


INowli@anadaiwestern Red’S pring eres ecco scorers ete reettaress onsareeee ts creeea re 
INO 2) Canada Western! Red Spring vcireeearerere ss -ccseeeestcen settee oerstedenenetedenrtetanttereneo==- 
INo#3 Canada WesterniRed'Sprin goer set cteyraeteses-ceerctt-c-teee- ecaentenmtacscceees seePaseeses ee 
INO li Ganada) Weility vee cere geese artes tear tcc reeves ttatets vepurearretemete ett sn atantes <= 
INOw2,GanadayWUIty erence eee here at eee ner crear cet ee essen tee eae aan acs 
INow li CanadayPrainie Spring arene cr ecncssartiaanassneicacrecrgereensenaers teteresens a= 
INOW) Canadal Prairie Sprinle eeemetmette sere ter tetra rs taysereeatecene tener ck 
Gariada Feed ic rere ese eae re oe eat east cs ci sao haeiea os gas Paaea oF WSnte erases esos 
INOW Canadal Western Red! Wintetpnermrsemerte res scree ten ns scevectstertenenonentan ene se 
Now GanadapwestermiR eduwintenjemete ters c-cccc-cceaercance seen screenees 


No. 1 Canada Western Soft White Spring 
No. 2 Canada Western Soft White Spring 


Operating Costs 


Operating costs incurred applicable to the pool were $99,231,059 or 
$5.348 per tonne. Details of the principal costs and comment thereon 
follows: 


Carrying Charges — $66,354,976 


Total carrying charges incurred by the Board, including storage and 
interest charges on wheat in country elevators and storage on wheat in 
terminal elevators amounted to $66,354,976 or $3.576 per tonne. 


Bank Interest and Net Interest on Other Board Accounts — 
($6,375,164) 


This consists mainly of bank interest and interest paid to, or received 
from, other Board accounts. Interest earned exceeded interest paid by 
$6,375,164 or $.344 per tonne. 


Additional Freight — to Terminals — $8,749,488 — Freight Rate 
Change — $825,363 


During the crop year the Board paid $8,749,488 of additional 
freight arising out of the movement of grain in adverse direction. 


With the abolition of the Crows Nest Pass Freight rate on Decem- 
ber 31, 1983, freight rates are reviewed annually under the Western 
Grain Transportation Act. On August 1, 1987 freight rates increased 
by a net amount of approximately $.34 per metric tonne and the Board 
was required to pay the additional freight on the country stocks held 
by its agents on August 1, 1987 amounting to $825,363 in the Wheat 
Account. 


Drying Charges — $3,724,128 
Drying charges for 1986-87 totalled $3,724,128, a very significant 


decrease from the previous year, reflecting the substantially lower 
quantities of tough and damp grain delivered to the pool under review. 


Interest and Depreciation on Wheat Board Hopper Cars — 
$7,150,182 


Costs for the use of the Board’s 2,000 hopper cars include deprecia- 
tion and interest. Hopper car expenses attributable to the 1986-87 
Wheat Account totalled $7,150,182 compared to $10,681,214 for the 
previous pool. 


Initial Final 
payments payments Total 


(dollars per tonne) 


RoR et i Ohre octrhata 130.00 130.000 
sence ORAL recat Rete t aera ns tateves tine 124.21 124.210 
sores eRe ES ee, Bee eta sc 110.21 110.210 
vous siatteot esas ene Pam eters ae 104.21 2.497 106.707 
shasta sesigaecga ata c or te wee ce arenes 92.21 1.322 935532 
Bo Ree e ecA PD RSE CooL COCOTCEEEOE 95.21 11.497 106.707 
Dect etl her ye Corre 91.21 13.497 104.707 
ssassedusbeabtac teste xs 2e eat CAA aera 90.00 90.000 
sacs IN RIE: TORRE, SR See 109.21 109.210 
sed desi veusvengesmateat pair eee onteenccoeeremmenee es 107.21 107.210 

105.00 2.707 107.707 

102.00 4.707 106.707 


Pool Account — Amber Durum Wheat 


Initial Payments 


During the crop year the Board was authorized to purchase Amber 
Durum Wheat from producers at a fixed initial price of $130.00 per 
tonne for No. 1 Canada Western Amber Durum Wheat. 


Supplies of Amber Durum Wheat 


Supplies of Amber Durum Wheat in the 1986-87 Pool were 
3,061,296 tonnes, comprised of 2,865,836 tonnes delivered by pro- 
ducers, and 5,896 tonnes acquired from other than producers and 
189,564 tonnes purchased from the previous pool. 


Grade Pattern 


Receipts of Nos. 1, 2 and 3 Canada Western Amber Durum totalled 
2.179 million tonnes or 76.02 per cent of total producer deliveries. 
Approximately 6.53 per cent of producer deliveries graded tough while 
4.07 per cent graded damp. 


Final Statement of Operations and Surplus for Distribution to 
Producers — Amber Durum Wheat — Table C 


Table C shows the operating results of the Pool Account for the crop 
year. Marketing operations resulted in a surplus of $44,748,991. Oper- 
ating expenses totalled $18,600,001 for the year or $6.490 per tonne. 
The principal cost was carrying charges amounting to $13,989,821 or 
$4.882 per tonne. After allowing for the cost of issuing the final pay- 
ment and estimated interest earnings subsequent to October 31, 1987, 
the net surplus for distribution to producers was $45,448,982. This 
represents an overall average of $15.859 per tonne on producer deliv- 
eries of 2,865,836 tonnes. Table D shows the total payment received by 
producers for the principal grades of Amber Durum Wheat delivered 
during the crop year. This table shows the total price realized by pro- 
ducers for No. 1 Canada Western Amber Durum Wheat of $150.204 
per tonne, compared to $181.302 per tonne for the previous pool. 


PUBLIC ACCOUNTS, 1987-88 179 


THE CANADIAN WHEAT BOARD—Continued 
FINANCIAL RESULTS AND NOTES TO FINANCIAL STATEMENTS—Continued 


STATEMENT OF OPERATIONS AND SURPLUS FOR DISTRIBUTION TO PRODUCERS 
ON THE 1986-87 POOL ACCOUNT—AMBER DURUM WHEAT 
FOR THE PERIOD AUGUST 1, 1986 TO OCTOBER 31, 1987 


_ (with prior year figures for the 1985-86 Pool Account for comparison) TABLE C 
TTT eee 
1986-87 Pool Account 1985-86 Pool Account 
| Rate per Rate per 
Amount tonne Amount tonne 
BLECEIDISTOMMSPROMUCETS IM Oot sare hae eee ienseny SEE WN 2,865,836 tonnes 1,685,977 tonnes 
ool OOOO 
| $ $ $ $ 
Belem Tece NT OF Cpr its ore BAD Oe Co a Mer @ 1 bs pr 407,204,103 142.089 296,715,755 175.990 
inivialipayments to) producers Ae, 2. ec ee eae et EERE... 343,855,111 119.984 256,984,980 152.425 
Se i OO RIBE! . OsedLrK Ode asi... ___ 63,348,992___—22.105___——_—~=39,730,775 «23563 
| — Sw KS 
_ Deduct Operating Costs 
_ Carrying charges 
| Countryseleva tors iim eye rec eee rc cree MMS ANa a eatin ele 9,493,349 3.313 6,528,593 3.872 
aReriminalistorage seme Mey occ sc cere Sc sccseihecctvss oes ERO, ssc oecsoshce 4,496,472 1.569 2,763,732 1.639 
ae Se AL OO 
| iotal\ Carrying Charpeset wines Meee sy cy ee MOE tcc 13,989,821 4.882 93292, 325 5.511 
ITIUC KES a es ceertee i ie h ARR ES ce eet AR rte ee (570,302) (.199) (1,439,525) (.854) 
PDC TEAL A GO) reas css, MU Bee ce acess RNR Ys ccs sz stesso MEE SB res ee os merci 839,952 .293 888,837 yi 
marduitionalifreisht.——Towterminalscs se ee esr... sae ys RR ac ys 332,687 116 201,681 .120 
Prep ntmate:chanpestneeneten.... 2: che) at eee enme nina ere ns 234,532 .082 (1,024) (.001) 
miiandling and Stop-Of lew ye tence 2s ae AEE he eee CE oe he (145,302) (.051) 916,763 544 
‘DUG soticen iat eet eNOS ccc he oe ORES 5 SU Rn 55 Oe ae 168,588 .059 1,819,147 1.079 
| Interest and depreciation on Wheat Board hopper Cars..........cccccccecsessesecsesseseesveseeseeseeseess 1,104,293 385 951,213 564 
by NeatsBoard administraltyciexpenses#s = hee te ee Ren 2,645,732 923 1,634,638 .970 
SSS SS ee 0 ee Le 
hotarOperating: Costs mek een ae ee ee ee 18,600,001 6.490 14,264,055 8.460 
SS OT PLUS ONtC) Dera tions werner net ae eed ues tetas oon 44,748,991 15.615 25,466,720 15.105 
GG AINLELeSCCATNCOralteTOCtODET.5 1 me eee eet een Re nen nme 740,827 258 576,261 342 
Deduct: cost of issuing final payment 40,836 014 34,602 021 
Surplus for Distribution to Producers 45,448,982 15.859 26,008,379 15.426 
OTAL PAYMENTS RECEIVED BY PRODUCERS FOR Initial Payments 


PRINCIPAL GRADES OF AMBER DURUM WHEAT During the crop year the Board was authorized to purchase oats 


BASIS IN STORE THUNDER BAY OR fromeprod fa fixed anitial on 
VANCOUVER TABLE D pe Procucers at a fixed initial price of $81.00 per tonne for No. 1 


Grade Pattern 


Initial Final <a : 
Grade payments —_ payments Total Deliveries of Nos. 1 and 2 Canada Western Oats comprised .44 per 
(dollars per tonne) cent of producer deliveries with feeding grades constituting the 


remaining 99.56 per cent of total receipts. Board receipts of tough and 


Amber Durum Wheat Grades damp oats made up 3.10 per cent of deliveries. 


No. 1 Canada Western Amber 


I ecisaopcat 130.00 20.204 150.204 Final Statement of Operations —Oats—Table E 


BLEU’ degen onan Aa ea Ra 127.00 18.204 145.204 Table E shows the operating results of the Pool Account for the 
No. 3 Canada Western Amber 1986-87 crop year. Marketing operations resulted in a surplus of 
DE rine Wire Re oe 125.00 15.204 140.204 $4,642,071. Operating expenses totalled $1,826,457 or $7.187 per 


tonne. The principal cost was carrying charges amounting to 
$1,285,515 or $5.058 per tonne. After allowing for the cost of issuing 
ih a age ain 90.00 90.000 the final payment and estimated interest earnings subsequent to Octo- 
ber 31, 1987, the net surplus for distribution to producers was 
$4,706,517 which represents an overall average of $18.519 per tonne 
on producer deliveries of 254,144 tonnes. Table F shows the total pay- 
Pool Account—Oats ment received by producers for the principal grades of oats delivered 


Commencing August 1, 1981, as authorized by Order-in-Council, during the crop year. 
joats selected and accepted from producers for use in processing and 

milling for human consumption, has been set up in a separate pool 

under the caption “Designated Oats”. As a result, the transactions 

described here consist mainly of marketing results related to feeding 

grades of oats. 


Duin cee te 100.00 8.377 108.377 
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STATEMENT OF OPERATIONS AND SURPLUS FOR DISTRIBUTION TO PRODUCERS 
ON THE 1986-87 POOL ACCOUNT—OATS 
FOR THE PERIOD AUGUST 1, 1986 TO OCTOBER 31, 1987 


(with prior year figures for the 1985-86 Pool Account for comparison) TABLE E 
1986-87 Pool Account 1985-86 Pool Account 
Rate per Rate per 
Amount tonne Amount tonne 
Receipts frOml Producers pers eeestee ccc rec reser aces eee rene Cece ee ES Crees aerate ores 254,144 tonnes 198,411 tonnes 
$ $ $ $ 

SaTES Val WG ree eter een ne Rd aia dict ocean Ms Sd cs ndnas Sie MRE RRA oe oe cas 25,404,669 99.962 1532232979 76.729 
Initialipaymentsitoiproducens merssenre ec cess nie nese an sere meee coe 18,936,141 74.510 19,614,453 98.857 
GLOSS SULplUS) (DELICIt) este Meer ice a Raa osha soos ac ON OE OR cove te 6,468,528 25.452 (4,390,474) (22.128) 


Deduct Operating Costs 
Carrying charges 


WOUNEDYACLEV ALON recrecsre eed cre neces eater sa cathe ne cones cst ease doesnn sens oay nee treet cat sean eee oaewees 696,193 2.739 1,056,922 53327 
ermuinall's tora De mrerme seer rea cee eee an oh ceacrien eaten eee ce eee nee cee $89,322 2.319 $38,960 2.716 
Totali@arnying:G@harges wee ccc ch cnc een ccc eenccccet cad ee RRO eice aes ence PASS SS 5.058 1,595,882 8.043 
LB iy res CC tat ttee Rent coc eacctctatoce ch iSistee cS Re PRED CE Ce pe saa ee ee (59,352) (.233) 236,658 1.193 
DGNITUTT a Ge eae cece Re eee ee ete ee ALR cacao es Se Rah ort ose (6,196) (.024) 37,344 188 
Additionallifreiaht——Dowtermiinalsinee esses eee ater ce ee ee 243,254 957 147,068 741 
=—-Breightirate chanQese rem tte: ct ste res ncn cceertor enmity saretccrarce se ai 80s Ra .070 17,206 .087 
Drying Char gesetce..c0 ee ene eee ect ees o RRR AT ere my ek 12,903 051 171,454 864 
Interest and depreciation on Wheat Board hopper Cars..........cccccccesesesesseseteeetseseeneesesens 97,929 385 111,942 564 
Wheat Boardiadiministrative expenses ase ee te ere. --: ce cere ree cr mee 234,625 .923 211,782 1.068 
oralkOperatingC ostsemem en weet eey hem asso aarti cea ae EN 1,826,457 Helttsd 2,529,336 12.748 
Sunplusi (Defic fon.© peravons cee. mete eererne er. cee eee ee eee eee 4,642,071 18.265 (6,919,810) (34.876) 
Addsinterest camned-attemOctober: Silke me eee as casera oe er es eee oe ees 76,850 .302 
Deductacostiotissuinprinalepayinent errr eter tec eee ene en se eee 12,404 .048 
Surplusion Distr butionwtoyerOoduCers sree meee per, cers seen eee ere ee etree 4,706,517 18.519 


PAYMENT RECEIVED BY PRODUCERS FOR PRINCIPAL GRADES OF OATS 


BASIS IN STORE THUNDER BAY OR VANCOUVER TABLE F 
Initial Final 
Grade payments payments Total 
(dollars per tonne) 

Oats Grades 

INGE i Canadas Western ts exerts: serra cecctne cece ove ls5 devi ecto Licorice a aero Coe ea RR gc Foca 54 oa soe ese Ee OR 81.00 24.766 105.766 

INO #2 Canadar Westerns recites ce tet cece ae acer tae on 0 iar ROM OMS 5c. cc eT Tee a PERN a Tee TE 79.00 24.766 103.766 

Xtra On Heed nese sete eterna merece ete Nc ee en ne RO tO ety URE RT Scere aes 77.00 20.624 97.624 

ING sl Reed srs eee me cact rte acres lestsieasse nas rw a soca als ae ye gh Ne irs uT amen mace hace Re RG ee oe 75.00 18.266 93.266 

1 (0 Share Up mr ets cd been ce eo ec rd eae eed er ry ec Hi on pie espe 70.92 19.346 90.266 
Pool Account—Designated Oats Supplies and Grade Pattern 

Beginning with the crop year commencing on August 1, 1981, oats Supplies of oats in the designated pool were 55,386 tonnes represent- 
delivered to the Board to be sold by the Board to purchasers who have ing deliveries to the Board by producers during the crop year of oats 
selected and accepted the oats for use in processing and milling for which were selected and accepted by purchasers for use in processing — 
human consumption, have been set up in a separate account. This and milling for human consumption. Receipts of Nos. 1 and 2 Canada — 
account has been labeled “Designated Oats” and the results of opera- Western Oats totalled 31,300 tonnes or 56.51 per cent of total deliv-— 
tions on this account with comment thereon are contained in this sec- eries. Feeding grades totalled 24,086 tonnes or 43.49 per cent of total 
tion of the report. receipts. 


Initial Payments 


During the crop year the Board was authorized to purchase Desig- 
nated Oats from producers at fixed initial prices of $130.00 and 
$128.00 per tonne for Nos. 1 and 2 Canada Western Oats respectively 
and $124.00 per tonne for No. 1 Feed Oats. 
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Final Statement of Operations and Surplus for Distribution to 
Producers—Designated Oats—Table G 


Table G shows the operating results of this pool account for the crop 
year. Marketing operations resulted in a surplus of $96,169. As to 
operating costs, it should be noted that the Designated Oats Pool, by 
its very nature does not incur the handling expenses normally related 
to feeding grades of oats. It is not stored by the Board, being selected 
by the purchaser and shipped at his request from farm to processing 
plant via the country elevator. As a result, the only expenses incurred 


attributable to such oats were costs related to hopper cars owned by 
the Wheat Board and administrative charges totalling $72,474 or 
$1.308 per tonne. These expenses were reduced by interest earnings of 
$27,400 or $.494 per tonne on the accumulating surplus in the pool. 
After providing for the cost of issuing the final payment and adding 
estimated interest earnings subsequent to October 31, 1987, the net 
surplus for distribution to producers was $96,452 or $1.742 per tonne 
on producer deliveries of 55,386 tonnes. Table H shows the total pay- 
ment received by producers for the principal grades of Designated 
Oats delivered during the crop year. 


STATEMENT OF OPERATIONS AND SURPLUS FOR DISTRIBUTION TO PRODUCERS 


ON THE 1986-87 POOL ACCOUNT—DESIGNATED OATS 
FOR THE PERIOD AUGUST 1, 1986 TO OCTOBER 31, 1987 
(with prior year figures for the 1985-86 Pool Account for comparison) 


BUECETP ISH TOIN DLOGUCETS ree ee teats iss cey res ne MC aco cae ecnean u Vp e RMURe a ea aies esterases: 


SHITE AVI eaters oe sa RMR ED aR IRL ea 6 U8 9 2 Fae ee 
PMI tLALEDIICES | Pal iLO’ PLOGUCELS Wk oa. kseccosan MeL te neo s dee ince Meee Oe Meneses ontas 


AG LOSSiOUCD US terrane een RE Rime recs cut RONEN LO Bc Poe ale HRI AMER 2 cs 


Deduct Operating Costs 


Interestand Dankichargesyen.te eek co eee wert tase cee tery ees A eee ae ee 
Interest and depreciation on Wheat Board hopper Cars...........:ccccccccsesessseeeeseseneeeeseeees 
WiheattBoatrd administrativelexpenses! ses = ee eee tek weet cc eons csnedee sc sess epcesesaestces 
MotallOperating: Costs! ee see Reh oee.. ee en er ay eer ery 

BST MISTOTN@ DELAUIONS veg yeer steer eee ce ea cern stam aot rere aera cee eee ac 
radd-interestieamedialten October si peers tetera ter re cee ae: ere eerie 
Deduct- Cos hotissuingstinalupayMen tase caec eee cece dertreeeererars sreredeammanneror aes 
SSUTpIUS Ol DMStcIDUtion| tol brOd UCELS are: =. een ee eaten eee eve ee. 


‘TOTAL PAYMENTS RECEIVED BY PRODUCERS 
FOR PRINCIPAL GRADES OF DESIGNATED OATS 
BASIS IN STORE THUNDER BAY OR 


VANCOUVER TABLE H 
| 
Initial Final 
Grade payments payments Total 
(dollars per tonne) 

Oats Grades 
INOS 1 Canada Western inc... crs .ser 130.00 22555 132.585 
INo. 2 Canada Western's. c~.4:..05.001: 128.00 2.585 130.585 
xtra INOWIGRCEd Str,accet. ov actetet.. 126.00 .638 126.638 
INO} 1eheedt. Peer enemies tert 124.00 638 124.638 


Pool Account—Barley 


Since August 1, 1975, as authorized by Order-in-Council, barley 
selected and accepted from producers for the use of malting, pot or 
pearling, has been set up in a separate pool under the caption “Desig- 
nated Barley”. As a result, the transactions remaining in the Barley 
Pool Account described here consist mainly of marketing results 
related to feeding grades of barley. 


TABLE G 


1986-87 Pool Account 1985-86 Pool Account 


Rate per Rate per 
Amount tonne Amount tonne 
55,386 tonnes 36,714 tonnes 
$ $ $ $ 
7,178,918 129.617 5,269,109 143.518 
7,037,675 127.067 4,644,373 126.502 
141,243 2.550 624,736 17.016 
(27,400) (.494) (67,518) (1.839) 
21,342 385 20,714 564 
S1e32 .923 35,596 .970 
45,074 814 (11,208) (.305) 
96,169 1.736 635,944 17.321 
1,592 .029 14,390 392 
1,309 023 838 .022 
96,452 1.742 649,496 17.691 


Initial Payments 


At the beginning of the crop year the Board was authorized to pur- 
chase barley from producers at fixed initial prices of $80.00 and 
$77.00 per tonne for Nos. 1 and 2 Canada Western Barley respec- 
tively. 


Supplies and Grade Pattern 


Supplies in the regular Feed Barley pool were 5,443,791 tonnes com- 
prised of 5,428,259 tonnes delivered by producers, 15,532 tonnes 
acquired from other than producers. Deliveries of Nos. 1 and 2 
Canada Western Barley comprised 99.71 per cent of the producer 
deliveries in the pool. Board receipts of tough and damp barley made 
up 4.95 per cent of deliveries. 


Final Statement of Operations—Barley—Table I 


Table I shows the operating results of the Pool Account for the crop 
year. Marketing operations resulted in a deficit of $92,543,884 which 
is recoverable from the Government of Canada with funds provided by 
Parliament. The total payment realized by producers is therefore, 
equal to the initial payments as shown in Table J. Operating expenses 
totalled $23,970,343 for the year or $4.416 per tonne. The principal 
cost was carrying charges amounting to $10,492,703 or $1.933 per 
tonne. 
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STATEMENT OF OPERATIONS ON THE 1986-87 POOL ACCOUNT—BARLEY 


FOR THE PERIOD AUGUST 1, 1986 TO OCTOBER 31, 1987 
(with prior year figures for the 1985-86 Pool Account for comparison) 


Receipts from) producerseccssrmert ete irae ten tee tere tte ats ee es PND eee 


Salles Wale corse wacarter ees eee eet ae ees es eens Peace cease caste eevee seo nee eee 
Initialipaymentsito producers cect ters. rere oct ce eee caer anmted een ere e 


GTOSSS(D ChiCit) eee Te en ae ese oe SRE av iccsk cetaceans Se stiae nee ee ee 


Deduct Operating Costs 
Carrying charges 


WOUNTTYVICLEVATORS trees crete ete Ore ce ern ache nce ch ek aad ne vena sees seas aneinas tae Mattos nae 
sTerminalistOra gern wren wren roe ene ea tes tak Gi ear aon eee ine ee eee ee 
MotaliGarnyin eC Nar ges yes. 2. scecee sss et see ae doce eaerk woe ee eA ede ere seaet es 
WaT ots Beoae sanders xceost aantesatict cen ceNbdl as ORAGRER RUSTED SUEECOCE COLE iC ce eee CREE RE Beeeisoceacrripcencestenercerserreee 
IDSC EY LoS eric ae adkcs ca seca aan Gp xc oB soe CECE Sat ACOLCL RONG Pe RE ERCOCHSOR NS aR cus recA Seeee 
Additionalifreight——sLOMeniiinalSjmceseneerer ee weet eeccsterecseer reese nrere eer aeane 
= hreightrate: Chan Ges meres tte ak tern never ie oe rere eee eee 
Handlingiand:stop ollie wee cc ccecrree irae ters occas scar NNR ere eet rasa eeee ste siete 


Interest and depreciation on Wheat Board hopper Cars..............:ccccceccseessetsseeeeseeteeeteees 
WiheatsBoardiadministrative ex pensesiaes see tessa tre reeves erect 


sRotali@perating Costs wre crmtec tects ce eee ics reese ss ee ere esas nage 
(Deficit) loni@ per ations aen.ceren scree eee orc reese A PE, EES 


TABLE I 


1986-87 Pool Account 1985-86 Pool Account 


PAYMENT RECEIVED BY PRODUCERS FOR PRINCIPAL GRADES OF BARLEY 


BASIS IN STORE THUNDER BAY OR VANCOUVER 


Grade 


Barley Grades 


INomIN@anaGanW eEStern cess Wee ee meee eee een ge ek pe een tcee te oa noe eee 
INO221Ganadasw estennsenc. seperti ter etre pees ean eee eee eee eon Three 


No. 2 Canada Western Mixed Grain 


Pool Account — Designated Barley 


As stated previously, since August 1, 1975, barley that has been 
delivered to the Board to be sold by the Board to purchasers who have 
selected and accepted the barley for the use in malting, pot or pearling, 
has been set up in a separate pool account. This account has been 
labelled “Designated Barley” and the results of operations on this 
account with comment thereon are contained in this section of the 


report. 


Initial Payments 


At the beginning of the crop year the Board was authorized to pur- 
chase Designated Barley from producers at a fixed initial price of 
$155.00 per tonne for Special Select Canada Western Six-Row and 
$165.00 per tonne for Special Select Canada Western Two-Row. 


Supplies and Grade Pattern 


Supplies of barley in the designated pool were 1,035,883 tonnes 
representing deliveries to the Board by producers during the crop year 
of barley which has been selected and accepted by purchasers for the 


Rate per Rate per 
Amount tonne Amount tonne 
5,428,259 tonnes 4,947,005 tonnes 
$ $ $ $ 
362,974,021 66.867 406,487,805 82.169 
431,547,562 79.500 539,124,215 108.980 
(68,573,541) (12.633) (132,636,410) (26.811) 
8,767,644 1.615 10,622,501 2.147 
1,725,059 318 3,957,268 .800 
10,492,703 1.933 14,579,769 2.947 
3,365,236 .620 5,593,975 iTethsh! 
448,507 .083 975,328 Shy 
986,917 .182 2,165,184 438 
212,161 039 19,309 .004 
(21,312) (.004) 1,703,300 344 
1,383,103 DS) 6,109,994 1.235 
2,091,673 385 2,791,055 564 
5,011,355 923 4,796,365 .970 
23,970,343 4.416 38,734,279 7.830 
(92,543,884) (17.049) (171,370,689) (34.641) 
TABLE J 
Initial 
payments 


(dollars per tonne) 


80.00 
77.00 
67.43 


use in malting, pot or pearling. Of these receipts 483,383 tonnes or 
46.67 per cent were Special Select grades and 552,500 tonnes or 53.33 
per cent were Select grades. Receipts of tough and damp grades 
totalled 23,444 tonnes or 2.26 per cent of total. 


Final Statement of Operations—Designated Barley—Table K 


Table K shows the operating results of this pool account for the crop 
year. Marketing operations resulted in a deficit of $17,970,279 which 
is recoverable from the Government of Canada with funds provided by 
Parliament. The total payment realized by producers, therefore, is 
equal to the initial payments as shown in Table L. As to operating 
costs, it should be noted that the Designated Barley by its very nature 
does not incur the handling expenses normally related to feeding 
grades of barley or other grains. It is not stored by the Board, being 
selected by the processor (buyer) from a producer’s sample and is 
shipped on buyer’s call directly from farm to processing plant via the 
country elevator. As a result the only expenses incurred attributable to 
such barley were costs related to hopper cars owned by the Wheat 
Board, administrative charges and demurrage totalling $1,473,876 or 
$1.422 per tonne. These expenses were reduced by interest earnings of 
$39,614 or $.037 per tonne. 
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STATEMENT OF OPERATIONS ON THE 1986-87 POOL ACCOUNT—DESIGNATED BARLEY 
FOR THE PERIOD AUGUST 1, 1986 TO OCTOBER 31, 1987 


_ (with prior year figures for the 1985-86 Pool Account for comparison) TABLE K 
ll S—.—=_—— TTT O00 
1986-87 Pool Account 1985-86 Pool Account 
a EA Rh a a A NA 
Rate per Rate per 
Amount tonne Amount tonne 
IRECOIDISH TOMI PrOGUCCLSise tasks e eee MM ee Ae ecclesia Oe, ct ene en ae 1,035,883 tonnes 645,255 tonnes 
$ $ $ $ 
eemlesvaluer ns ee en Pee SU BiolEside mianss Loire... 147,718,010 142.601 121,925,659 188.957 
Merticial PAyMENts tO PrOGUCETS fore Sark eee. eenk sores See AR Meee ER Eee ocesovosecsiee 164,254,027 158.564 101,758,993 157.703 
kGTOSS'(DEfiCit)'SULPIUS ct ee Nr I eh, (16,536,017) (15.963) 20,166,666 31.254 
NIRS SE ene 202 / ee Fpae SEH O00 x ated 2b OTN 
| Deduct Operating Costs 
INterestiei cesntten 2o ie. Se OED ae vegies, eee ee aie Ee (39,614) (.037) (2,036,919) (3.157) 
DSmurra ea ser ere eee le tee eet toe ba eet eh os eke ES 118,395 114 
Interest and depreciation on Wheat Board hopper Cars...........cccsccccssscsssssesverssseseeseeeeees 399,157 385 364,047 564 
WiheatiBoardiadministrative expensesmrseri cuei nce caer tee eee eee dt 956,324 .923 625,606 .970 
sl otali@perating ‘Costs srs. emer Pore. Sot ah. Se Seal 1,434,262 1.385 (1,047,266) (1.623) 
mi Deficit)iSurplusion Operations): sizaisectacs. ste ee es tesesstodescgeestsphetea ood, bee scsete bpeecstvitscsesens (17,970,279) (17.348) 21,213,932 32.877 
da: interest earned after, October ole, see oe 480,029 .744 
epeduct. costiofissuing final payMentcct-c2:0 tes scsthn oc deoeseacce carshsses net essen eiceesse- 10,125 .016 
MSUNplUS LOM DIStriOULION tO PTOGUCEES cect rose cccadevse barss cscs Reoscsesb-7% soste casas caseopserssenesovevaces 21,683,836 33.605 
| 
TOTAL PAYMENTS RECEIVED BY PRODUCERS FOR 
PRINCIPAL GRADES OF DESIGNATED BARLEY 


BASIS IN STORE THUNDER BAY OR VANCOUVER TABLE L 


Initial 
Grade payments 
(dollars per tonne) 


| Designated Barley Grades 


SpecialiSclect’Canada,W esternr2 ROW: ceemra fetes eo aera ee a er etn 7 ie elle oe te nes ere el Pe 165.00 
special Select Canada 'Western'S ROW, icscr mete eect eri ttecansusnnssssauceaneseng tet i ee a ot DAB OUD Bin 155.00 
Select'Canada: Western! 2'Row i. eGsu se. ne, See, LOCUM TR BO nO IO. NOIDA AD att psb 160.00 


Select Canada Western 6 Row 150.00 


NOTES TO FINANCIAL STATEMENTS 


The following are an integral part of the financial statements. For pool accounts for which marketing operations have not 
been completed before the issuance of the annual report, the 
unsold stocks at July 31 are valued at cost, which is the initial 
(a) Operating results and valuation of stocks of grain price paid to producers, and no provision is made for carrying 
costs, interest, and administrative expenses beyond that date. 
Any debit or credit balance in these accounts is carried on 
the balance sheet. 


1. Accounting policies 


The annual accounts at July 31 include the final operating 
results of all pool accounts for the crop year ended July 31, 
when marketing operations have been completed before the 
issuance of the annual report for that year. In determining (b) Foreign currency translations 
the financial results for such pools the accounts of the Board 


; Bills of exchange receivable in United States funds which are 
at July 31 include: 


covered by forward exchange contracts are translated at the 


(i) the stocks of such grains on hand at that date at the val- contract rates. In all other cases, bills of exchange receivable 
ues which were ultimately received from the sale thereof and bank loans payable in United States funds are translated 
basis in store Thunder Bay, Vancouver or Churchill; and at the rate of exchange in effect as at the balance sheet date, 
(ii) provision for all expenses incurred or to be incurred as is also the liability for debentures repayable in United 
before the sales proceeds are realized in cash or in bills of States funds. 

exchange, including a charge for the portion of administra- Foreign exchange adjustments arising from conversion of 
tive and general expenses to be incurred subsequent to July bills of exchange and bank loans are included in operating 
31 but relating to the marketing and accounting for the results. Adjustments arising from conversion of debenture 


grains in the various pools before they are closed. debt are amortized over the term of the debentures. 
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(c) Depreciation 


The rates of depreciation being applied are intended to fully 
depreciate assets over their expected lives and are as follows: 


Hopper cars 30 years 
Office building 40 years 
Office furniture and equipment 10 years 
Automotive equipment 2 years 


(to 4 residual value) 


(d) Administration and general expenses 


Administration and general expenses, except for that portion 
of such expenses attributable to distributing final payments 
to producers, are allocated to the various pool account opera- 
tions to which the services relate on the basis of the relative 
tonnage. Expenses attributable to final payments are 
allocated on the basis of the number of producers receiving 
payments from the various pool accounts. 


. Bills of exchange plus accrued interest 


Of the total bills of exchange receivable, $1,327,184,835 
(1986—$1,348,265,483) represents the Canadian equivalent of 
$1,000,139,288 (1986—$976,791,627) repayable in United States 
funds. 


The balances receivable arise from sales of grain to Algeria, 
Brazil, Colombia, Egypt, German Democratic Republic, Haiti, 
Iraq, Israel, Jamaica, Mexico, Peru, Poland and Zambia. The 
terms call for payment in full within 36 months or less from time 
of shipment, except for Brazil, Egypt, Haiti, Jamaica, Mexico, 
Peru, Poland and Zambia where the Board, together with the 
Canadian Government, have agreed to reschedule certain receiv- 
ables beyond their original maturity dates. Terms of such 
reschedulings call for payment of interest and the rescheduled 
debt within ten years. As at July 31, 1987 total reschedulings 
amounted to $2,236,743,689 including $903,435,198 which is the 
Canadian equivalent of $680,810,247 receivable in United States 
funds. 


As at July 31, 1987 amounts due and not paid by Poland total 
$401,171,293 which includes the Canadian equivalent of 
$137,024,573 receivable in United States funds. During the crop 
year the Board together with the Government of Canada con- 
cluded a bilateral rescheduling agreement with the Government of 
the Polish People’s Republic, rescheduling all amounts due and 
not paid for the period January 1, 1985 to December 31, 1985, 
amounting to $175,362,048 which includes the Canadian equiva- 
lent of $121,752,728 receivable in United States funds. Further, 
in accordance with a multilateral arrangement reached between 
Poland and official creditors, Poland is presently in the process of 
negotiating a further rescheduling of amounts due and unpaid to 
December 31, 1987 and post maturity not paid thereon, on all 
prior rescheduling agreements. Under this arrangement the 
amounts due to mature in the year ending December 31, 1988 are 
also to be rescheduled. At year end the amounts which will be 
subject to this rescheduling total $385,927,476 which includes the 
Canadian equivalent of $134,128,527 receivable in United States 
funds. 


During the crop year, ending July 31, 1986 the Government of 
Canada and other creditor nations agreed to a further deferral of 
certain Zambian obligations that had earlier been rescheduled. 
The bilateral agreement to reschedule payments due and not paid 
as at December 31, 1985 and due and not paid for the period 
January 1, 1986, to December 31, 1986 has yet to be negotiated. 


The accounts of the Board at July 31, 1987, include $15,058,519 
which may be subject to this rescheduling. 


During the crop year the Board together with the Government 
of Canada concluded a bilateral rescheduling agreement with 
Brazil rescheduling all obligations due and not paid for the period 
January 1, 1985 to December 31, 1986 amounting to 
$202,831,955. 


During the crop year the Government of Canada and other 
creditor nations agreed with Egypt to reschedule over a ten-year 
period certain obligations due and not paid as at December 31, 
1986 and due and not paid for the period January 1, 1987 to June — 
30, 1988. The accounts of the Board at July 31, 1987 include 
$82,130,828 which will be subject to this rescheduling. | 


During the crop year the Government of Canada and other 
creditor nations agreed to reschedule over a nine-year period cer- 
tain obligations owing by Mexico. The accounts of the Board at 
July 31, 1987, include $6,761,195 which is the Canadian equiva- 
lent of $5,095,098 receivable in United States funds which was 
subject to this rescheduling agreement. This rescheduling was 
concluded subsequent to the year end. 


Credit sales are made within limits established by the Govern- 
ment of Canada which guarantees the Board’s borrowings 
incurred to finance such sales, both as to principal and interest. 
Because of these Guarantees the Board does not consider itself to 
be at risk should any of the unpaid amounts prove to be uncollect- 
able; therefore, no provision is made in its accounts with respect to 
the possibility of debtors defaulting on their obligations. 


3. Accounts receivable 


Settlement on amounts due on completed sales as at July 31 
were received shortly after that date. Sundry accounts receivable 
consists mainly of freight costs which are recovered on completed 
sales. 


4. Covered hopper cars 


The Board purchased 2,000 covered hopper cars in 1979-80 
having an original cost of $90,555,623. Of these 2,000 cars, 34 
cars have been wrecked and dismantled leaving 1,966 still in the. 
fleet having an original cost of $89,016,177 with accumulated 
depreciation of $22,256,553 to July 31, 1987. The Board is reim- 
bursed for destroyed cars under an operating agreement with the 
Canadian National Railway. 


5. Liability to banks 


Details of liability to banks are as follows: 


July 31 
1987 1986 
$ $ 
Ordinary operations............::0ee 386,636,692 367,538,849 
Loans to finance credit sales ............. 3,465,262,727 3,516,739,651 


I SA ee 
3,851,899,419  3,884,278,500 
———————————————— 


Of the total liability $1,325,582,645 (1986—$1,344,002,480) 
represents the Canadian equivalent of $998,931,910 (1986— 
$973,703,166) repayable in United States funds. 


The Board’s borrowings are guaranteed by the Government of 
Canada. 
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6. Debentures payable 


The debentures with a face value of U.S. $50,000,000 were 
issued on December 1, 1982, at a price of $99.50 per $100, and 
bear interest at 11% per cent per annum payable each December 
1. No principal repayments are required until maturity on Decem- 
ber 1, 1990. Subsequent to the year end, the Board arranged to 
redeem all the debentures as at April 15, 1988. A premium of one 
per cent of principal is payable on redemption. 


The debentures are secured by a charge against grain held by 
the Board. 


. Liability to agents for grain purchased from producers 


Grain companies acting in the capacity of agents of the Board 
accept deliveries from producers at country elevators and pay the 
producers on behalf of the Board based on the Board’s initial price 
in effect. Settlement is not made by the Board for these purchases 
until delivery to the Board is completed by its Agents at terminal 
or mill position. Liability to agents amounting to $658,389,287 
(1986—$962,178,232) represents the amount payable by the 
Board to its agents for 5,895,917 (1986—6,961,181) tonnes of 
wheat, amber durum wheat, oats and barley on hand at country 
elevator points and in transit at July 31 for which delivery to and 


settlement by the Board is to be completed subsequent to year ena 


date. 


. Liability to agents for deferred cash tickets 


Grain companies as agents of the Board deposit with the Board 
in trust the proceeds of deferred cash tickets issued for Board 
grain. These monies are returned to the grain companies to cover 
producer deferred cash tickets maturing predominately during the 
first days of the following calendar year. 


. Accrued expenses and accounts payable 


This item principally comprises accrued carrying charges, stor- 
age, interest and transportation charges to July 31, 1987 together 
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with all other unpaid sundry accounts as at the foregoing date. It 
also includes provisions for all charges relating to the marketing 
of Pool Accounts for wheat, amber durum wheat, oats, designated 
oats, barley and designated barley for the period from August 1, 
1987 to completion of operations on October 31, 1987. 


. Special account — Net balance of undistributed payment 


accounts 


In accordance with the provision of Section 30 of the Canadian 
Wheat Board Act the Governor in Council may authorize the 
Board to transfer to a Special Account the unclaimed balances 
remaining in payment accounts which have been payable to pro- 
ducers for a period of six years or more. In addition to providing 
for payment of proper claims from producers against these old 
payment accounts, the Section further provides that these funds 
shall be used for purposes as the Governor in Council upon the 
recommendations of the Board may deem to be for the benefit of 
producers. 


. Provision for final payment expenses 


This represents the balance of the Board’s reserve for final pay- 
ment expenses of pool accounts that have been closed. Six years 
after particular accounts have been closed, the remaining reserves 
for these pools are transferred to the Special Account by Order- 
in-Council. 


. Lease commitments 


The Board, as an agent of Her Majesty in Right of Canada, is 
the lessor of 2,000 covered hopper cars for the Government of 
Canada. All lease costs are recoverable from the Government and 
are not a charge to the operations of the Board. Total payments 
associated with leases in the year ended July 31, 1987 amounting 
to $16,970,573 (1986—$16,809,962) have been recovered by the 
Board. Lease terms are for 20 and 25 years. 
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CANAGREX 


MANDATE 


To promote, facilitate and, when specifically requested, to engage in the export of agricultural and food products 
from Canada. 


BACKGROUND 
Incorporated in 1983, the corporation began operations in 1984. The government decided to dissolve the corporation 


and transfer its operations to other government departments and agencies. Legislation (S.C. 1987, C. 38) to authorize 
dissolution of Canagrex was given Royal Assent on October 8, 1987 and the corporation was then dissolved. 


CORPORATION DATA 

YEAR AND MEANS OF The Canagrex Act (S.C. 1980-81-82-83, C.152). 
INCORPORATION 

STATUS Dissolved 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1987; April 1 
to October 8 1986-87 1985-86 1984-85 


At the end of the period 
PE OUAlwA SSCtS memes ores rere eaten nen germ Rime lemme | nil 0.2 0.3 3 
Obligationsco the private Sectors sods. eee sss nil nil nil nil 
COBMPAtIONSHO Ganda mare en een ast Makede el ee nil nil nil nil 
EGuity of@ana dans omer eget ie fi dat ue WE: nil O12 0.2 1.8 
Cash from Canada in the period 
Bans b ial ( LAY oie at lm. Chant er NRO REE 9 RHE al (0.2) nil nil 5.4 


ETO Me DUNS CLA Ty tere et seh BA sla a fo a Aster ied nil nil nil nil 
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CANAGREX 
AUDITOR’S REPORT 


TO THE MINISTER OF AGRICULTURE 


I have examined the statement of financial position and distribution 
of assets of Canagrex as at October 8, 1987 and for the period then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, this financial statement presents fairly the financial 
position of Canagrex as at October 8, 1987 and the results of its opera- 
tions for the period then ended in accordance with generally accepted 
accounting principles. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ment have, in all significant respects, been in accordance with Part XII 
of the Financial Administration Act and regulations, the Canagrex 
Act, the Canagrex Dissolution Act and the by-laws of the Corporation. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
April 7, 1988 


STATEMENT OF FINANCIAL POSITION AND 
DISTRIBUTION OF ASSETS AS AT AND FOR THE PERIOD 
ENDED OCTOBER 8, 1987 


$ 


Brssctsias:atrA prilels 198 7-—Cashiees cs ce mane ncnsnie anime nee 168,218 
Interest earned, net of administrative expenses of $1,657 ........cccccc0c000-. 4,134 


msscisas:atiOctober 8987 ——Cashinn sr eee ee 172,352 
Distribution: payment to Consolidated Revenue Fund (Note 2)........... 172,352 


Approved: 
JAMES STONEHOUSE 
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NOTES TO THE FINANCIAL STATEMENT 


1. The Corporation 


The Corporation was established in June 1983 by the Canagrex 
Act and commenced operations in January 1984. It was a Crown 
corporation named in Part I of Schedule C to the Financial 
Administration Act. 

Bill C-2, “An Act to dissolve Canagrex and to amend certain 
Acts in consequence thereof’ (Canagrex Dissolution Act) 
received royal assent on October 8, 1987, and provided for the 
orderly dissolution of the Corporation. Immediately prior to this 
date, the Corporation had no employees or outstanding obliga- 
tions. 

Subsection 5(1) of the Canagrex Dissolution Act provides that 
any “.., action, suit or other legal proceeding in respect of an obli- 
gation or liability incurred by the Corporation, or by the Minister 
in closing out the affairs of the Corporation, may be brought 
against Her Majesty...”. No such claims or obligations have been 
identified. 


2. Distribution 


The Corporation’s bank accounts were closed on January 28, 
1988. Interest of $2,712 earned subsequent to dissolution together 
with the assets of $172,352 at October 8, 1987 were paid to the 
Consolidated Revenue Fund on January 28, 1988. 
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SUMMARY PAGE 
CAPE BRETON DEVELOPMENT CORPORATION 


MANDATE 


To operate, reorganize and rationalize coal production from the Sydney coal field. Until the coming into force of the 
Government Organization Act, Atlantic Canada, 1987, to broaden the economic base and develop new job 
opportunities on Cape Breton Island. 


BACKGROUND 
Two divisions of the corporation were established in 1967 by the Cape Breton Development Corporation Act: 


— Established to close down the Cape Breton coal mining industry with minimum dislocation, the Coal Division is 
still the major employer in the Sydney/Glace Bay area. A resurgence in coal demand locally for power generation 
has led to an expanded and modernized industry employing approximately 3,400 people. In addition to the Prince 
and Lingan mines, the corporation operates a coal preparation plant, a complete rail transportation system and a 
shipping pier. A new Phalen colliery was completed in 1987. When the 1987 legislation is proclaimed, this division 
will be the sole operating entity of this corporation. 


— The Industrial Development Division was created to develop alternative employment opportunities and broaden 


the base of the local economy. By the new legislation, this division and its development activities will be subsumed 
in the new entity, Enterprise Cape Breton Corporation. 


CORPORATION DATA 


HEAD OFFICE P.O. Box 2500 
Sydney, Nova Scotia 
BIP 6T7 
STATUS — Schedule IT], Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Robert R. de Cotret, P.C., M.P. 
DEPARTMENT Regional Industrial Expansion and Science and Technology 
YEAR AND MEANS 1967; by the Cape Breton Development Corporation Act, (R.S.C. 
OF INCORPORATION 1985, c. C-25). 
CHAIRMAN AND Teresa MacNeil 
CHIEF EXECUTIVE 
OFFICER 
AUDITOR Touche, Ross & Co. 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 
At the end of the period 


CRN RS OES «acct etn Lets LEN OR a 2 Le Ee ee 626 58] 454 397 

Obligauons to the private sector a2 vclin.c utc sane nil nil nil nil 

AADlieArions to Canada. cams May na ers leae hee ena oes 22 7 3: 13 

PAY ORC AN aGe ehieo  aure ie athe Aan, hema enn eae 548 Sit 401 335 
Cash from Canada in the period 

POURRA EV errr en eater wee Men Renee MaRREE Ee terre 101 164 120 108 


PONS OCI E Soaks 53 tin as vamia see eae ea eer ee ‘3 4 (10) Zz 
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CAPE BRETON DEVELOPMENT CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE 
THE MINISTER OF REGIONAL INDUSTRIAL EXPANSION 


We have examined the balance sheet and the statement of equity of 
the Coal Division and of the Industrial Development Division of the 
Cape Breton Development Corporation as at March 31, 1988, and the 
related income and operating statements and the statements of 
changes in financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we con- 
sidered necessary in the circumstances. 


The financial statements of the Industrial Development Division and 
of its subsidiaries have been presented on a consolidated basis. As 
required by the provisions of the Cape Breton Development Corpora- 
tion Act, the financial statements of the Coal Division and of the 
Industrial Development Division are being presented separately. 


In our opinion, these financial statements present fairly the financial 
position of the Coal Division and of the Industrial Development Divi- 
sion of the Cape Breton Development Corporation as at March 31, 
1988, and the results of their operations and the changes in their finan- 
cial position for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that 

of the preceding year. 


| Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with the 
Financial Administration Act and its regulations, and the Cape Breton 
Development Corporation Act and the by-laws of the Corporation. 


Touche Ross & Co. 
| Chartered Accountants 
‘Sydney, Canada 
May 25, 1988 


COAL DIVISION 


BALANCE SHEET AS AT MARCH 31 
(in thousands of dollars) 


Commitments (Note 4) 
Contingencies (Note 5) 


On Behalf of the Board: 


TERESA MacNEIL 
Director 


JOHN F. BURKE 
| Director 


ASSETS 1988 1987 
Current 
CaShE em eee kee Slee nee Le | eee eeene, 1,232 15,738 
Accounts receivable (Note 2)........... sy teerien ie 36,774 16,662 
Inventories, at the lower of cost and net real- 
izable value 
(OE iets bee no ROE erste eee eS 34,089 17,921 
Operating materials and supplies.................. 20,829 17,000 
repaidtexpensest: hts 8 sero ae te. ee 65 76 
92,989 67,397 
BeIXed (NOTE 3) 1c eccceseseecesnpneeesensiesnetnnserunneatsne 500,143 486,054 
593,132 553,451 


LIABILITIES 1988 
Current 
Accounts payable—Trade........0.....:ceceenee 19,934 
Accrued wages and vacation pay ..............00005 12,496 
Atconued charg esters: x9 tere etree pee eee eee 14,492 
Employeesyideductions=s......cgee sere ones 6,116 
Advances—Government of Canada.................. 21,919 
74,957 
EQUITY 
EquityiomCanadamaens to crt rcsgtencecesceceteet. ccs 518,175 
593,132 
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1987 


29S 
13,006 
14,006 
5,240 
7,022 


68,413 


485,038 
553,451 
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CAPE BRETON DEVELOPMENT CORPORATION—Continued 


COAL DIVISION 


STATEMENT OF EQUITY 
AS AT MARCH 31 
(in thousands of dollars) 


Balanceatibeginning on yeateree een 

Add: payments by Canada in respect of mining 

losses—Vote 35 (Note 1(a)) 00.0.0... 

payments by Canada in respect of capital 
expenditures—Votes 40 and 40b 

CINOtE:: (al) iter ern hee 


Deduct-mminin gil OSseswawere eer ee eee 
depreciation of fixed assets ...........0...0.... 


Balancejatiendiofsveane ae 


COAL DIVISION 


STATEMENT OF INCOME 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 


Revenue 
Coalisalesvar werent wes eet Sie ar concn. nee 
Messuexternaliseilingexpenseie.. eee ee 


Ountsidevratlway revenleme eee ee 
OperatingrevenUepereneras nme ee renee 
Operating expenses 
Wiapestandisalaries:- nce nen cen ee 
FolidaysvandivacationSaee ee eee te 
Workers? Compensationves seeker 
SUICHAT ROS tate Mason ateaty oe ceca ex da: 
Materialssandtsuppliesscc.ce. es ee ee, 
Repairmmiatenialsmmsarew-s eee on eccn cece cer) 
Blectric powena, ave te eee. cisco cca 
GrantsyimiculOlstaNese a eee eee ee ee 
Royalties eres eer eee cote eee Sa igs stesaakennss 
Elinediheavyiequipment es cecnt ea 
@therexpensesteree see ee ees cscs tienes 
Purchased and capital coal... cece 
Depreciation see tenets cere anes a 
(Increase) decrease in coal inventory ............... 


‘lotalioperatingiexpensesss Gare eres 


Excess operating expenses over operating reve- 
PLN ca vc Reb Repeerctc beth sce cee eReASeconSr eT RRO EE 


Barly retiremenu ncentiver.n.. scr. cee tee 
Workers’ Compensation (Note 1(d))..........0....0... 
Interest andiotben incomes wus eee 


Deduct: depreciation not deductible in deter- 
mining mining losses (Note 1(c)) ..... 


Net mining losses for the year ..........0....0.0..c000 


1988 


485,038 


1,672 


89,163 
575,873 
1,672 
56,026 
57,698 
518,175 


1988 


206,386 
5,106 
201,280 
3,558 


204,838 


90,820 
9,742 
9,902 

11,432 

25,307 

11,427 
6,661 
2,797 

796 
6,823 
5,804 

20,617 

56,026 

(16,168) 
241,986 


37,148 
16,696 
3,120 
1,309 


(575) 
57,698 


56,026 
1,672 


COAL DIVISION 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 


1987 1988 1987 
378,617 Cash from (for) operating activities 
INetiminingilosses esses eeeenry erree aereey, (1,672) (17,685) 
17,685 (Increase) decrease in non-cash operating 
WOLKING {Capital Sewer ce eset, (48,451) 20,093 
135,597 aha : ik (50,123) 2,408 
ash from financing activities 
See Payments by Canada 
17,685 In respect of mining losses....................... 1,672 17,685 
29,176 In respect of capital expenditures........... 89,163 1353597 
46,861 Increase (decrease) in repayable work- 
485,038 INngicapitaltadVaNCesieee ren. eta ee ee 14,897 4,379 
105,732 157,661 
Cash from (for) investing activities 
Ptinchase Omixed assets sme eee ae (70,141) (155,002) 
Proceeds from sale of fixed assets .............. 26 356 
(70,115) (154,646) 
Increase (decrease) \nicashiecs.... 2... ee (14,506) 5,423 
GCashat beginning of yeanencnes... ene 15,738 10,315 
@ashvatienidiolhy calae erates ce eee e232 15,738 
(Increase) decrease in non-cash operating 
working capital* 
INCCOUNSLECE1V.A Dl Cremmentternerer areata tes reas (20,112) pA 
GoallinVentonveeeree eter reer eee (16,168) 4,898 
1987 MatenialeiniventOnver sess ser stent ee (3,829) (4,054) 
Prepaid expenSesie werent ete enter 11 (32) 
Accounts payable—Trade...........0.0..:c000. (9,205) 8,720 
184.572 Accrued wages and vacation pay ............... (510) 403 
3.839 IACCiediChang cSmeto eee eerie 486 L205 
780733 Employeesudeducttonst. sient --serett 876 1,672 
3,075 (48,451) 20,093 
183,808 
77,268 
8,942 COAL DIVISION 
8,528 
7,267 NOTES TO THE FINANCIAL STATEMENTS 
19,913 MARCH 31, 1988 
O17 re : ats 
5,303 1. Significant accounting policies 
me: (a) Financing 
5,993 The Corporation is financed by way of votes of the Parlia- 
6,229 ment of Canada. These votes are for the purpose of funding 
23,499 mining losses and to finance capital projects. 
29,176 
4,897 (b) Inventories 
209,914 Inventories are valued at the lower of cost and net realizable 
value. 
26,106 
15,279 (c) Fixed assets 
3,467 Fixed assets are stated at cost. The Corporation has provided 
2.800 depreciation on its fixed assets based on their estimated use- 
(791) ful lives. The Treasury Board of Canada has indicated that 
46.861 depreciation should not be provided in determining mining 
‘ losses for Parliamentary appropriation. Accordingly, the 
29,176 depreciation provision has been eliminated in arriving at this 
17.685 amount. 
(d) Workers’ Compensation 


Cape Breton Development Corporation is in a single pool 
with respect to the Nova Scotia Workers’ plan. Prior to the 
fire at, and closure of, No. 26 Colliery, the expense for 
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| CAPE BRETON DEVELOPMENT CORPORATION—Continued 


COAL DIVISION 


NOTES TO THE FINANCIAL STATEMENTS 
~MARCH 31, 1988—Concluded 


Workers’ Compensation was allocated to the overhead of 
each operating unit on a formula basis. The Corporation con- 
tinued this accounting treatment with the exception of the 
fixed portion of the expense that would have been absorbed 
by No. 26 Colliery. This item is shown separately on the 
Statement of Income as a non-operational expense. As this 
colliery has been replaced, the Corporation has reverted to its 
original policy. 


2. Accounts receivable 


1988 1987 
(in thousands of dollars) 
4 Weise Seana eae ay cee Rie Sole Mot ee 36,726 16,657 
IS MIPIOV COS arenes sheets es ree eee 148 105 
36,874 16,762 
Less: allowance for doubtful accounts ............ 100 100 
36,774 16,662 
. Fixed assets 
1988 1987 
(in thousands of dollars) 

inganC@ollicrvicreans: on. orcs ect a tseee 167,252 153,455 
Prince Collienymece wr cere casey: cteeaees 105,769 100,782 
Donkin-Morien Colliery.........0......:::cceeee 80,679 80,920 
PhalemCollienvaee cree crea eer cree eee 185,928 147,998 
GoaliPreparation Planty....--serc-creere cee ss 90,451 84,247 
DevcoRailway eee te a ee 76,750 74,007 
Gar bovell eerie nian east ptaticcbee ss 5,195 4,082 
OthemiixedtassetSa ance eee 41,044 37,462 
753,068 682,953 
Accumulated depreciation (Note I(c)) ...... 252,925 196,899 
$00,143 486,054 


Included in fixed assets above is $80,678,573 of cumulative 
costs to March 31, 1988 on the Donkin-Morien Colliery develop- 
ment project. The Corporation has evaluated the viability of the 
overall project, taking into consideration the economic, commer- 
cial and strategic considerations with regards to the substantial 
costs involved in completion of the underground development of 
the colliery to realize commercial production. It has decided to 
maintain the completed access tunnels to ensure the future benefit 
of the funds expended. Depreciation is being provided for on this 
colliery based on its estimated useful life. 


. Commitments 


(a) Commitments on capital projects include the following: 


Approximately $2,050,000 for underground mining equip- 
ment 
Approximately $225,000 for other facilities 


(b) The Corporation leases the General Mining Building which 
houses the offices of the Coal Division. The lease is for a 20- 
year period, commencing June, 1984, with lease payments of 
approximately $1,300,000 per annum, at a current interest 
rate of 11%. The annual lease payments fluctuate with 
changes in the lessor’s mortgage interest rates. 


. Contingent liabilities and claims 


(a) Legal matters 


(i) On February 13, 1981, an explosion occurred on board a 
vessel carrying a shipment of coal supplied by the Cor- 
poration. In the 1987 fiscal year an action was com- 
menced by the claimant against the Corporation. 


co 


(ii) A supplier has commenced an action for an alleged 
breach of contract relating to the supply of coal. The 
Corporation has filed a counter claim on this matter. 


(iii) A former employee has asserted a claim for alleged 
wrongful dismissal, and damages for a personal injury 
from an industrial accident sustained while in the 
employ of the Corporation. 


(iv) A contractor has commenced an action for an alleged 
breach of contract relating to coal handling. 

The total amount of these claims is approximately $11 mil- 

lion and the Corporation intends to oppose these claims in 

their entirety. Accordingly, no provision for any possible 

claim is included in the financial statements. 


(b) Insurance 


The Corporation self insures against the potential loss of 
underground assets and for a portion of its liability insurance. 


. Long-term sales agreement 


The Corporation has signed an agreement with the Nova Scotia 
Power Corporation which calls for the delivery of a substantial 
portion of the Corporation’s coal production to the Power Corpo- 
ration. The agreement expires in the year 2010. 


. Pensions 


For the March 31, 1988 fiscal year, the Corporation has 
adopted the new accounting rules relating to the calculation of 
pension expense. For accounting purposes, the pension expense in 
each year is comprised of a current and a past service cost. The 
past service cost, which represents an allocation of the unfunded 
obligation, is being amortized at the rate it is being funded. The 
Corporation is of the opinion that this is the most appropriate 
method since it provides for a systematic manner of amortization 
which conforms to the Corporation’s overall funding by the Gov- 
ernment of Canada. 


An actuarial valuation of the Corporation’s Non-Contributory 
Pension Plan as at December 31, 1985, extrapolated to March 31, 
1988, indicated an unfunded actuarial liability of $73,410,000 
(assets of $92,090,000 and liabilities of $165,500,000). The mini- 
mum annual amount required for past and current service, includ- 
ing pension payments, will be approximately $11,100,000 in each 
year from 1988 to 1992, $6,200,000 in 1992 and $5,500,000 from 
1994 to 1997. The Corporation has expensed pension payments of 
approximately $16,700,000 for the year. 


An actuarial valuation of the Corporation’s Contributory Pen- 
sion Plan as at December 31, 1984, extrapolated to March 31, 
1988, indicated a fund surplus of $5,911,000 (assets of 
$18,893,000 and liabilities of $12,982,000). Required Corporation 
payments in respect of current service costs are funded each year 
and amounted to approximately $750,000 for the year ended 
March 31, 1988. 


Income taxes 


The Corporation will be applying for refundable investment tax 
credits in respect of qualified expenditures incurred and qualify- 
ing assets purchased after April 19, 1983. The Corporation esti- 
mates the refund to be approximately $14,500,000. This amount 
has not been reflected in these financial statements and will be 
recorded as a reduction to the related expenditures or assets when 
received. 
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CAPE BRETON DEVELOPMENT CORPORATION—Continued 
INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED BALANCE SHEET 
AS AT MARCH 31 
(in thousands of dollars) 


ASSETS 1988 1987 LIABILITIES 1988 1987 
Current 
106 1,414 Accounts payables 20225 Pata, A. 8k.RUe 1,970 1,466 
687 924 
Receivable from Province of Nova Scotia............ 33 EC 
Receivable from Government of Canada ............ 2,200 Equityioi@anad arent cerca cerca ieactere renee: 30,263 25-999 
Inventories (Note: 2(d))) nce ee ees 242 232 
RrepaidiexpenseSiec seer tec cee cesar ts: 36 36 
3,271 2,639 
Loans and investments 
| Bo Tat ee ie OE ls, Belt cae 9,243 7,893 
Investments Sceerees ceteseeesvessedeoo nese eeere-s eaeeere 320 322 
9,563 8,215 
Rixedi(Notes#2(b) and\3) eeeeee eee eee 19,398 16,610 
Other 
Deferred'chargeswensctccsceeeen re eee ee 1 1 
32,233 27,465 _ 32,233 27,465 
Guarantees (Note 4) 
Commitments and Contingency (Note 5) 
On Behalf of the Board: 
TERESA MacNEIL 
Director 
JOHN F. BURKE 
Director 
INDUSTRIAL DEVELOPMENT DIVISION 
CONSOLIDATED STATEMENT OF EQUITY 
AS AT MARCH 31 
(in thousands of dollars) 
1988 1987 
Equity at beginning of year. 20... cece sseese seers 25,999 22,639 
Payments during year from Government of 
Canada—Vote 45 (Note 1) ......ccccccsseesssceseeeeees 10,600 10,600 
36,599 33,239 
Deduct: net operating Expenses ...............c.ccceeccseeeeees 6,336 7,240 


Equityiatiend Ofivear fee cn trees ey oa ca 30,263 25,999 
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CAPE BRETON DEVELOPMENT CORPORATION—Continued 


INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED OPERATING STATEMENT 


FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 


Development and operating expenses 
Industrial operations and assistance.................. 
Tourist operations and promotions ....................5. 
New business development assistance.................. 
Marine farming operations. ............0.0.::ccceeeeee 
Realkesta te operating COStS....sc1-tcsseesecescssctestss 
Community planning and projects ..................... 
Primary production operations .............cccceee 
Scholarships and apprentice programs ................ 
Loss (Gain) on disposal of fixed assets ................ 


Administration expenses 
SETAC Coe FS CR ees ee ee ee eee 
Office and miscellaneous expenses .................00600. 
Protessionalees eemnemente er cen cree 


Depreciation and amortization ..............ccccceeeeeees 
Provision for unrecoverable loans and receivables . 


Total operating expenses for the year ..............0000 


Revenue 


| 


MU QUEISHOPCTAtONS reese reenter ete 
Realtestate rentals ems ne nee ee ence ee 
industrialioperations).c-ne-eo tee tee. 
Hitter esth: et ROR 0. 2 SOS. Wh Se REL A 


1988 


892 
1,391 
3,367 

4 

130 

226 

451 

28 
(15) 
7,081 


926 
541 
102 
112 


1,681 


1,604 
(114) 


1,490 
10,252 


1,037 
1,323 
586 
938 
32 


3,916 
6,336 


1987 


1,530 
1,163 
2,498 
38 
923 
176 
482 
28 
198 


7,036 


737 
559 
68 
35 


1,399 


1,355 
1,365 


2,720 
11,155 


1,271 
1,104 
564 
889 
87 


3,915 
7,240 


INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED STATEMENT OF CHANGES 


IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 
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1988 1987 
Cash from financing activities 
Payments by Canada—Vote 45.0.0... 10,600 10,600 
Cash for operating activities 
Net operating expenses... 2esenet ere (6,336) (7,240) 
Charges (credits) not affecting cash 
Depreciation and amortization................00 1,604 1,355 
Loans forgiven: 9084. ta.5. cern cee tees 129 165 
Loss (gain) on sale of fixed assets ................. (15) 198 
Provision for (recovery of) doubtful 
ACCOUNTS wicca AR Mee oe ence hone eeee eee (91) 1,365 
(4,709) (4,157) 
(Increase) decrease in non-cash operating 
WOrKING Capital tence rete cree eeeee (1,435) 4,249 
(6,144) 92 
Cash for investing activities 
Loanirepa ymentS if. 25.6 -genesesree so eee 3,477 7163 
Loan drawdOwnsicc-ctects veces crest eee es (4,866) (7,121) 
Purchase of fixed! assets:......-..:.ccs00sc0-0etesassersene (5,277) (4,868) 
Proceeds from sale of fixed assets .............000. 900 427 
Purchase:ob investments eee ere eee seer ence 2 45 
(5,764) (10,754) 
Decrease:in-cashiaes. ee eer rt ane eee (1,308) (62) 
Cashiatsbeginning of yeartanec. gree eee 1,414 1,476 
Gash atiendiol:yveat. csc terete 106 1,414 
(Increase) decrease in non-cash operating work- 
ing capital* 
ACCOUntS TECeLV a DIC re tee ene er (1,930) 3,476 
TNVENCOLICS 15-5 C eat ee eet ee ean ee tenet (10) (24) 
Prepaid/expensestr. cn: ce etm ancd ase orsceere: 1 (16) 
Accounts paya bien. ne tes eseteorser setters 504 813 
(1,435) 4,249 


INDUSTRIAL DEVELOPMENT DIVISION 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


MARCH 31, 1988 
1. General policy 


The mission of the Industrial Development Division, as stated 


in the approved five year plan (1985-86 — 1989-90), is to support 
the establishment and maintenance of viable enterprises on Cape 
Breton Island, thereby improving the economic base and employ- 
ment opportunities on the Island. In accomplishing these objec- 
tives, the Corporation makes loans and investments, the amounts 
of which may be in excess of those which would be available 
through normal commercial sources. The Corporation also makes 
non-repayable contributions to assist enterprises which are con- 
sidered likely to make a substantial improvement to the develop- 
ment of Cape Breton Island. 

The Industrial Development Division is financed by way of 
Vote of the Parliament of Canada. Parliament voted $10,600,000 
for this purpose during the fiscal year ended March 31, 1988. 
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CAPE BRETON DEVELOPMENT CORPORATION—Concluded 
INDUSTRIAL DEVELOPMENT DIVISION 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


2. Significant accounting policies 


(a) Basis of consolidation 


(b) 


(c 


wa 


(d) 


(e) 


(i) The financial statements of the Industrial Development 
Division include the results of the Division and all its 
subsidiaries as explained below: 


Corporation Company 
Interest Year end 
Darr (Cape Breton) Limited 
(Reali Estate)iie eee 100% Dec. 31 
Cape Breton Marine Farming 
Eimited!(Inactive)y..s..., 100% March 31 
Whale Cove Summer Village 
Limited (Tourist Accommoda- 
LIONS) posts, toe a en ee 62.5% March 31 
Dundee Estates Limited 
(Tourist Accommodations) ..... 100% March 31 


(ii) As the financial statements of Whale Cove Summer Vil- 
lage Limited report a deficit equity position as at March 
31, 1988, and the minority interest in losses to date have 
been absorbed against the total of the minority invested 
capital, the losses of this company are included in the 
consolidated net operating expenses. As a consequence, 
no minority interest for this subsidiary is shown in the 
consolidated balance sheet. 


Fixed assets 


Fixed assets are recorded at cost. The cost and related 
depreciation of items retired or disposed of are removed from 
the books and any gains or losses are included in the con- 
solidated operating statement. Depreciation is provided on 
the straight-line method using rates based on the estimated 
useful lives of the assets generally as follows: 


Buildings Up to 25 years 
Equipment 4 to 10 years 
Vehicles 3 to 4 years 
Accounting policy—Certain subsidiaries 


The statements of Dundee Estates Limited include notes 
indicating that their statements have been prepared on the 
assumption that the company can continue to operate as a 
going concern, which assumption depends on the continued 
financial support of Cape Breton Development Corporation. 


Inventories 


Inventories are valued at the lower of cost and net realizable 
value, with cost determined on a first in, first out basis. 


Comparative figures 


Interest income and the provision for unrecoverable loans and 
receivables have both been increased by $126,000 to conform 
to the presentation adopted for the current year. 


3. Fixed assets 


1988 1987 
(in thousands of dollars) 

Rental facilities 10,937 9,870 
Tourist facilities 6,757 6,734 
Primary industry tacilitiesm ese. ese. W757 1,735 
Secondary industry facilities ..........0.....0 10,490 7,673 

29,941 26,012 
Less: accumulated depreciation 0.0.0.0... 10,543 9,402 

19,398 16,610 


The four categories of fixed assets shown above each include 
land, buildings and equipment. 


. Guarantees 


During the 1976 year, the Corporation guaranteed the repay- 
ment by Sydney Steel Corporation of that corporation’s 
$70,000,000—11%% Series D Debentures and the repayment of 
interest thereon. These funds were borrowed by Sydney Steel Cor- 
poration for the purpose of financing its plant rehabilitation pro- 
gram. The balance of the outstanding debentures has since been 
reduced to $34,160,000. 

The Corporation in 1971 guaranteed the repayment of bank 
advances to Stora Kopparbergs Bergslags Aktiebolag. This guar- 
antee originally amounted to $30,000,000. The balance of 
advances has since been reduced to $6,140,000. 

The Corporation made the guarantees for and on behalf of Her 
Majesty the Queen in right of Canada; therefore, any amounts 
required to be paid shall be paid out of the Consolidated Revenue 
Fund of Canada and not out of funds of Cape Breton Develop- 
ment Corporation. 


. Commitments and contingencies 


(a) As at March 31, 1988, the Industrial Development Division 
of the Corporation was committed to expenditures and loans 
over and above the amounts included in the financial state- 
ments at that time, totalling $5,800,000. 


(b) The Corporation entered an agreement to lease premises in 
Commerce Tower, effective May 1, 1987, to provide office 
space for the Industrial Development Division and Enterprise 
Cape Breton. The lease is for a five year period with lease 
payments of approximately $254,000 per annum. 


(c) As at March 31, 1988 two legal claims have been com- 
menced against the Corporation. One relates to the damage 
of materials stored on Sydport property and the other arises 
from the sale of agricultural products. The amount of these 
claims is in excess of $300,000 and the Corporation intends | 
to oppose these claims in their entirety. Accordingly, no 
provision for any possible claim is included in the financial 
statements. 


(d 


— 


Legislation has been introduced in the House of Commons 
which, if passed, would separate the Industrial Development 
Division from the Cape Breton Development Corporation. 
The proposed legislation provides for the continuation of the 
operations of the division under the name of the Enterprise 
Cape Breton Corporation and subject to the terms and provi- 
sions of the Government Organization Act, Atlantic Canada, 
1987. 
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DEFENCE CONSTRUCTION (1951) LIMITED 


MANDATE 

To contract for and supervise major military construction and maintenance projects required by the Department of 
National Defence; to provide technical and administrative assistance concerning construction matters to government 
departments and agencies on a cost-recovery basis. 


BACKGROUND 


The corporation has been in operation since 1951. 


CORPORATION DATA 


HEAD OFFICE Sir Charles Tupper Building 
Riverside Drive 
Ottawa, Ontario 


K1A 0K3 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 
DEPARTMENT Public Works 
YEAR AND MEANS 1951; by the Defence Production Act (R.S.C. 1985, c. D-1); 
OF INCORPORATION continued under the Canada Business Corporations Act, November 
21, 1978 
CHAIRMAN AND CHIEF J.R. Lorne Atchison 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 
At the end of the period 


AOD ENS ICR cellar eared ARR a Rr eee OPC en OEE RS RY) ies 2.6 2 

Obhipationsitothe private SCCtOr sp B08 icon RESIS. orem hne nil nil nil nil 

Mpliearion sO KANNADA costar isa RNO oslo icas dod eM ardeiart sons. iEG 0.3 1.4 nil 

GLY Ot Ae ON ACA, ence Mirna nates. yeiboty, + eescmtoan ee tea cece cso (2.9) (2.9) (3.1) (3.1) 
Cash from Canada in the period 

oglu ya PPTL gf aA URE sire neat nee te me nr ct rep Cn eae 13.6 1322 14.3 14.5 


Be THONs DUCRLOTY co nein tot gee i emmy ne Cet nil nil nil nil 
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DEFENCE CONSTRUCTION (1951) LIMITED 


MANAGEMENT REPORT 


The Management of the Corporation is responsible for the perform- 
ance of the duties delegated to it by the Board of Directors. These 
include the preparation of an annual report and the production of its 
contents, including the financial statements. These statements, 
approved by the Board of Directors, were prepared in accordance with 
generally accepted accounting principles appropriate in the circum- 
stances and consistently applied. Other financial and operating infor- 
mation appearing in the annual report are consistent with that con- 
tained in the financial statements. 


Management maintains financial and management control systems 
and practices designed to provide assurance that transactions are in 
accordance with Part XII of the Financial Administration Act and its 
regulations as well as the charter and by-laws of the Corporation and 
any directives given to it. Management also ensures that assets are 
safeguarded and controlled and that the operations of the Corporation 
are carried out effectively. In addition, the Audit Committee, 
appointed by the Board of Directors, oversees the internal audit activi- 
ties of the Corporation and performs other such functions as are 
assigned to it. 


The Corporation’s external auditor, the Auditor General of Canada, 
is responsible for auditing the financial statements and for issuing his 
report thereon. 


BALANCE SHEET AS AT MARCH 31, 1988 


ASSETS 1988 1987 
$ $ 
Current 
Cash Seen ae han etree Chee een ts Nee ee SOE ee Rm a 1,519,260 1,163,349 


Accounts receivable from government departments 
ANG AP ENCIEST(INOLC.0) ee mte eer ee ee erm ae 
OEIC Te ro re a en Or CRIS 


108,881 11,424 
42,159 23,785 
1,670,300 1,198,558 
Fixed, at cost 
Burniturerandiequipmentsrcrr enter eee 
Lessaccumulatedidepreciationiwn.ss-.c ee 


1,156,399 1,029,803 
851,815 734,031 


304,584 295,772 


1,974,884 1,494,330 
Approved by the Board: 


J.R. L. HATCHINSON 
Director 


E. J. HEALEY 
Director 


PUBLIC ACCOUNTS, 1987-88 


AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Defence Construction (1951) 
Limited as at March 31, 1988 and the statements of operations and 
deficit and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Defence 
Production Act and the by-laws of the Corporation. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 


June 3, 1988 
LIABILITIES 1988 1987 
$ $ 
Current 
Accounts payable and accrued liabilities.......... 997,330 1,083,149 
Diewto Gana dee cnt cc ee ee 970,946 343,074 
Contractors’ security deposits (Note 3)............ 126,953 181,784 
2,095,229 1,608,007 
Provision for employee benefits (Note 4) ............. 2,820,854 2,801,391 
4,916,083 4,409,398 


CAPITAL STOCK AND DEFICIT 


Capital stock 
Authorized—1,000 shares of no par value 
Issued—31 shares fully paid .......0.....0cceee 31 31 


Deficitt(INote:5)) eencee een ete one ret (2,941,230) (2,915,099) 
(2,941,199) (2,915,068) 
1,974,884 1,494,330 
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DEFENCE CONSTRUCTION (1951) LIMITED—Continued 


STATEMENT OF OPERATIONS AND DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1988 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 


1. Authority, objectives and operations 


1988 1987 The Corporation was incorporated under the Canada Corpora- 
$ $ tions Act in 1951 and is continued under the Canada Business 
Expenses Corporations Act, pursuant to the authority of the Defence Pro- 

SSE a ne ae Cae oe ee 8,969,909 9,160,516 duction Act, to contract for major military construction and 

simployee:benetitss:. 6... fcs.c...ctsekee ence: 1,137,504 1,146,510 maintenance projects required by the Department of National 

Micaveliancmemoyalen..Amee eee. eatery sere 850,638 672,623 Defence. The Corporation is a Crown corporation named in Part I 

Mele pion cme reece te eee eee are eT 332,214 279,757 of Schedule C to the Financial Administration Act. The Corpora- 

Office accommodation 0.0... 324,646 481,239 tion is not subject to income taxes. 

Steen ninesene gt oegan ngs 696 Tie Ca Gallen sie mia Ge Neha cuinione. 
meeostage, expressiand freight 2.2.3 ccccsecece-.c ors 216,473 201,620 Le pee Be are to obtain tenders, make recommendations 
| Training and professional development ............ 173,387 109,044 regarding proposed awards and to award and administer ALG 
Be prcciation nee. AcE GON 150,262 129,613 tracts. As an integral part of its responsibility for contract 

Renialofmachinenye res ee 115,641 112,289 administration, the Corporation inspects the work to ensure com- 
me rofessionaliservices.f0.18. seme Me ehae 85,121 113,523 pletion in accordance with the contract and certifies contractors’ 
Obie, cb ae ee 51,648 43,359 progress claims for payment from funds of the Department of 

12,871,212 12,834,632 National Defence. It also engages architectural and engineering 
iwecoveries of expenses (Note 6) io... ccc eens 266,027 125,067 firms to prepare plans and specifications in accordance with the 
BO HOLODCEANONS a rarrens yatovuu ds neem eben’ 12,605,185 12,709,565 requirements of the Department of National Defence. It may pro- 
Parliamentary appropriations ........0...00.. ccc 12,579,054 12,856,926 vide technical and administrative assistance on construction mat- 


Excess of cost of operations over parliamentary 


ters to other government departments when required. 
appropriations (parliamentary appropriations 


Mm over cost of operations) .......-..ccscc.ccccscsecceccenseees 26,131 (147,361) 2. Significant accounting policies 
Deficit at beginning of the year... 2,915,099 3,062,460 Expenses 
Beehicitatiendiolithe yeatee ts. 2.5 eae: 2,941,230 2,915,099 


| The accounts of the Corporation reflect only the administrative 
expenses incurred in procuring the construction and maintenance 
of defence projects on behalf of the Department of National 
Defence and in procuring the construction of such other projects 


STATEMENT OF CHANGES IN FINANCIAL POSITION as are approved by Treasury Board. 


FOR THE YEAR ENDED MARCH 31, 1988 Depreciation 
| Depreciation is provided by the straight-line method over five 
1988 1987 : 
5 5 Employee benefits 
Employee benefits are expensed when earned by employees. 
Financing activities Been 
Parliamentary appropriations................ ce 12,579,054 12,856,926 : : 
a ae During the year, the Corporation made payments of $482,329 
0 : a ($513,050 in 1987) in respect of current contributions to the Pub- 
Bee eeUns2clivilcs i IVi erannuation Account of the Government of 
Reported cost of operations ..........:c0- 12,605,185 12,709,565 PO SINE OVE 
+s . Canada. The Account is actuarially valued every five years. The 
Provision for employee benefits............... (243,696) (262,818) C Beas ‘buti d ded liabiliti limited 
Depneciationowe et asks ee (150,262) (129,613) orporation'’s contributions and recorded liabilities are limited to 
Gain on sale of fixed assets ..........cccc0.000--. 1,686 the matching of the current and certain arrears contributions of 
Net increase (decrease) in non-cash employees. The Corporation is not required to make contributions 
working capital balances related to with respect to actuarial deficiencies of the Account. 
ODETADION Staeneren ert eter re (371,391) WES 
Cash applied to operations...............0000.. 11,839,836 13,446,741 Parliamentary appropriations 
| Eraploves pegs paid aay i A o7h, 233 SAE Are The cost of operations is funded by parliamentary appropria- 
\Cash applied to operating activities............ 12,064,069 13,785,166 tions through the Department of Public Works Vote 75 (1987— 
Be eacn eee eee Department of National Defence Vote 15) to the extent of net 
cquisition of equipment..................06. i : : t 
Dis posaliOieQUIpPMeNt sy eenee ne eres er: (4,229) annual cash requirements. 
Cash invested .......... sa RSE Sa eet Rae Oe 159,074 120,349 . Contractors’ security deposits 
Increase (decrease) in cash during the 
RY CAT Sehr ee ee St LEN eee wee 355,911 (1,048,589) 
\Cash at beginning of the year...............0.... 1,163,349 2,211,938 1988 1987 
Beast atiend Ol the Veal cccscdkeececescdeessss 2: 1,519,260 1,163,349 $ $ 
* Consisting of changes in receivables, other assets, accounts payable and Bid deposits eteeeeeraenes seseteees BOR EO OIL IT REO 74,403 144,534 
accrued liabilities, due to Canada, and contractors’ security deposits. Deposits on plans and specifications...........0.......-. 52,550 37,250 
126,953 181,784 
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DEFENCE CONSTRUCTION (1951) LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


4. Provision for employee benefits 9. Supplementary information 


The Corporation’s contracting activity on behalf of government 
departments and agencies is summarized below: 


1988 1987 
$ $ 

Termination benefits...........cccccccccccecscsssecsveceeseseeseees 2,520,628 2,503,721 1988 1987 

Dsifesinsura nce cree see ies ee ce ee reso 79,115 95,881 (in thousands of 
Furloughibenefits coe. ey. sist at.cccs.eusascn tans 221,111 201,789 dollars) 

_2,820,854 2,801,391 Contracts in progress at beginning of the year............. $22,472 491,880 
Gontracts'awarded'#2t2=..o..ac dee ee 273,537 265,878 
; 796,009 757,758 
5. Deficit . oe : : : Gontracts:completed@eons.cn. cc ence 204,038 235,286 
: The deficit of the Corporation AS comprised primarily of the Contracts in progress at end of the year .............0.000.- 591,971 522,472 
liabilities for employee benefits which will require funding from Payments on contracts in progress at end of the year.. 472,282 388,303 


parliamentary appropriations in future years as they are paid. Work outstanding on contracts in progress at end of 


6. Recoveries of expenses TNE: Vea 05 ee ere a ohare es Ratner oo ee ae 119,689 134,169 


The Corporation provides certain technical and administrative 
assistance to the Department of National Defence and other gov- 
ernment departments and agencies on a cost-recovery basis. As at 
March 31, 1988, accounts receivable for recoveries were $108,456 
(1987—$10,999). 

During the year, in the normal course of operations, the 
Department of National Defence provided office space free of 
charge for 161 employees of the Corporation. 


7. Lease commitments 


The Corporation leases certain equipment and accommodation 
in the performance of its operations. These arrangements include 
an occupancy agreement expiring August 1991 with the Depart- 
ment of Public Works for office accommodation. The future 
aggregate minimum lease payments are: 


Year ending March 31 $ 
1989 ee eS eek oy Ae one tts cet peach ec Ne SRE 282,438 
DSO EE Oe 8 oi IN aE AIT nae oe 255,388 
OT eects sree Ha Meese Head scatsenear tet tastanamin ce teins ttacabarcsas 228,451 
N92 ick ene ie ent eA iy ae Nera ar Lee 95,188 

861,465 


8. Contingencies 


Claims aggregating approximately $6,730,000 in respect of 
contractual obligations have been received by the Corporation, 
but are not reflected in the accounts. In the opinion of manage- 
ment and legal counsel, the position of the Corporation is defen- 
sible, however the final outcome of such claims is not determi- 
nable. Any settlements resulting from the resolution of these 
claims will be funded through parliamentary appropriations of the 
Department of National Defence, in the year in which the settle- 
ments occur. 
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SUMMARY PAGE 


EXPORT DEVELOPMENT CORPORATION 


MANDATE 


Export Development Corporation (EDC) is Canada’s official export credit agency, responsible for providing export 
credit insurance, loans, guarantees, and other financial services to promote Canadian export trade. 


BACKGROUND 


In addition to its corporate activities, EDC administers for Canada certain export insurance and financing in support 
of export transactions considered to be in the national interest. 


CORPORATION DATA 
HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 


DEPARTMENT 


YEAR AND MEANS 
OF INCORPORATION 


CHIBRPEXECUTIVE 
OFFICER 


CHAIRMAN 


AUDITOR 


151 O’Connor Street 
P.O. Box 655 
Ottawa, Ontario 
K1P 5T9 


—Schedule III, Part I 
—an agent of Her Majesty 


The Honourable John Crosbie, P.C., Q.C., M.P., 
Minister for International Trade. 


External Affairs 


1969; by the Export Development Act, (R.S.C. 1985, c. E-20). 


R. L. Richardson 


V.E. Daughney 


The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


CORPORATE ACCOUNT 
At the end of the year 


ote SSC iO ee osu seen ee res 
Obligations to the private sector* 
Obligations.to Canada: .n.sscvensecre-. 
Bouityol Canada ohn tench 


Cash from Canada in the year 


Patbudpetarysin Miia Me). oes: 
petOR-DUGRE LAR Yinciie).docccadceonnewt 


CANADA ACCOUNT 
At the end of the year 


Canada funds administered............... 


1987 1986 1985 1984 
(restated) 

Pe RM at eae Soe 6,933 TAT3 7,296 6,635 
Ree TOT eee ey ee eee eee 4,560 4,727 4,948 4,431 
Be eh 25 80 154 258 
BPS APE Et eee 899 898 896 855 

SO eh st co es nil nil nil nil 

OU SEAL ON: Ft ne ee Le nil nil 37 79 

Ee ie, Poke pe ee a, 2 ee 871 880 1,142 1,061 


* Obligations to the private sector reported here have been reduced by the amount of EDC’s cash and marketable 
securities (1987, $1,039 million; 1986, $1,094 million). 
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EXPORT DEVELOPMENT CORPORATION 


MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL 
STATEMENTS 


The financial statements contained in this annual report have been 
prepared by management in accordance with accounting principles 
generally accepted in Canada, consistently applied, which conform in 
all material respects with international accounting standards. The 
integrity and objectivity of the data in these financial statements are 
management’s responsibility. The financial statements include some 
amounts, such as the allowance for losses on loans, that are necessarily 
based on management’s best estimates and judgement. Management is 
also responsible for all other information in the annual report and for 
ensuring that this information is consistent, where appropriate, with 
the information and data contained in the financial statements. In sup- 
port of its responsibility, management maintains financial and man- 
agement control systems and practices to provide reasonable assurance 
as to the reliability of financial information, that the assets are safe- 
guarded and the operations are carried out effectively. The Corpora- 
tion has an internal audit department whose functions include review- 
ing internal controls and their application, on an on-going basis 


The Board of Directors is responsible for ensuring that management 
fulfills its responsibilities for financial reporting and internal control 
and exercises this responsibility through the Audit Committee of the 
Board, which is composed of directors who are not employees of the 
Corporation. The Audit Committee meets with management, the 
internal auditors and the Auditor General of Canada on a regular 
basis. 
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The Board of Directors is responsible for all business undertaken by 
the Corporation. Contracts which, in the opinion of the Board of 
Directors, involve risks for a term or an amount in excess of that which 
the Corporation would normally undertake, may be entered into under 
the authority of the Governor General in Council where the Minister 
considers them to be in the national interest. The Board of Directors is 
not accountable for such contracts, its obligation in relation thereto 
being limited to ensuring that they are administered in a sound man- 
ner. Funds required for such contracts are paid to the Corporation by 
Canada, and funds recovered are remitted to Canada, net of amounts 
withheld to cover related administrative expenses. The administration 
of accounts on behalf of Canada are shown in Note 12 to the Corpora- 
tion’s financial statements. 


The Auditor General of Canada conducts an independent examina- 
tion, in accordance with generally accepted auditing standards, and 
expresses his opinion on the financial statements. His examination 
includes a review of the Corporation’s system of internal control and | 
appropriate tests and procedures to enable him to report whether the 
financial statements are presented fairly and whether the transactions 
that have come to his notice during his examination of the financial 
statements have been in accordance with stated authorities. The Audi- 
tor General has full and free access to the Audit Committee of the 
Board and meets with it on a regular basis. 


R.L. Richardson 
President and Chief Executive Officer 


B.A. Culham 
Senior Vice-President, Finance and Treasurer 


| PUBLIC ACCOUNTS, 1987-88 201 


EXPORT DEVELOPMENT CORPORATION—Continued 
_ AUDITOR’S REPORT 


_ TO THE MINISTER FOR INTERNATIONAL TRADE 


I have examined the balance sheet of Export Development Corpora- 
tion as at December 31, 1987 and the statements of income and 
_ retained earnings and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards in Canada, conforming with International 
Auditing Guidelines, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1987 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles in 
Canada, conforming with International Accounting Standards, applied 
_ ona basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
_ments have, in all significant respects, been in accordance with Part 
_ XII of the Financial Administration Act and regulations, the Export 
_ Development Act and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
| Auditor General of Canada 
Ottawa, Canada 
_ February 24, 1988 


BALANCE SHEET AS AT DECEMBER 31, 1987 
(in thousands of dollars) 


ASSETS 1987 1986 LIABILITIES 1987 1986 


Loans receivable (Note 3, 4, 5 and 6) Loans payable (Note 7) 
Ree Cong-termies ayer, horas: tances eee Pees Liv ak 4,608,377 4,701,894 Dong t rs oe eceeccnecnenececesescnerteecagenssesnsctvecesecszernsccrscerceress 2,899,497 3,569,766 
Current portion of long-term ............0.0cccccecceeeeeeeees 1,152,258 1,118,453 Current portioniofilong-termya nee eee tee 1,030,025 767,724 
5,760,635 5,820,347 3,929,522 4,337,490 
Accrued interest and fees ...........:.sccsscesssssessescsseseeseessen 223,220 305,945 Short-term te cereeese teeter swear tetas cathe cperenee re tereeeecsecettar? 1,694,595 1,563,275 
5,983,855 6,126,292 5,624,117 5,900,765 
Less: allowance for losses on loans ..........ccccscseeeeeceeeeees 163,135 136,366 ACCICd IN terest ween avec esters memes ements 202,660 214,143 
5,820,720 5,989,926 5,826,777 6,114,908 
Other liabilities and deferred revenues 
Cash and marketable securities Accounts payabler sis, Sone tee se Sevseerecesstearase’ 5,369 5,462 
Cash and short-term deposits .....0......cccececceseesesesteenenees 732,996 523,212 Deferred revenues and other credits .............cccc 1655/69 Sel Z io 
Marketable securities Allowance for claims on insurance and guarantees ... 35,369 33,411 
(Market value: 1987—$314,726; 206,507 160,625 
1986—$571,138) oo. 305,673 570,554 OE ar ee Pen 
ACCrUCGMNtErestIiH te Gee... cee ah tee. eee 15,460 12,494 
1,054,129 1,106,260 
Deine ansets SHAREHOLDER’S EQUITY 

Unamortized debt discount and Sharecapitall(INote:8) paeweee cx. asccaeesetteaes rte yieerseven ve 697,000 697,000 
ISSUC/OXDONSCS seer creer ce mer cere eertre 395755 50,537 Reserve for contingencies acess caree sees ee 100,000 25,000 
(OUI Oey eae eevee consid annie ta tet tawctnttcorubleetn Lilac bal ft 18,124 26,756 Retained: earnings eae.cdets <0 tress cao ceases 102,444 175,946 
57,879 77,293 899,444 897,946 
6,932,728 7,173,479 6,932,728 7,173,479 


Commitments and contingent liabilities (Note 9) 
Approved by the Board of Directors: 


R. L. RICHARDSON 
President and Chief Executive Officer 


B. A. CULHAM 
Senior Vice-President, Finance and Treasurer 
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EXPORT DEVELOPMENT CORPORATION—Continued 


STATEMENT OF INCOME AND RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 


1987 
Loans and guarantees 
Interestieannedee ae re eee eee oh al earns: S223 
Reesieannied 32ers ee a 25,238 
Investment interest earned ................0.cc0:cccceesceceensesnscensenees 92,612 
640,063 
Interest expense 
bon g=tenini.ce eee Ae REY, LRA ee re 446,390 
Shortet@ninincie =. Werte sect: were eee te eee eee ce 123,400 
Rrovisionifoglossesioniloansy. ae ee tee ren ener 50,710 
620,500 
19,563 
Insurance and guarantees 
Premiums’anditeesiearnedie tin ee eee: 19,762 
InvestmentunteresGearned=.-. eet eee ee 5,042 
24,804 
ProvisionfOrcClaimsSi teste ee ee eee 8,468 
16,336 
IncomefromioperationSe: 2. eee es teen ee 35,899 
FNGMINIStLALIVE EXPENSES tence eer ee Renee eee cee 34,401 
IN Gt iInCOnne Breer teeter yen ee oer een ees een tee 1,498 
Retained earnings 
Beginning ofiyear nce teen te ci eee cs racers 175,946 
Less: transfer to reserve for contingencies ......................6 75,000 
End! ofiyeatpewns seri covet gecesi eee 102,444 


1986 


556,540 
26,650 
71,313 


654,503 


493,131 
104,257 
36,265 


633,653 
20,850 


17,439 
4,909 


22,348 
7,200 


15,148 


35,998 
34,109 


1,889 


199,057 
25,000 


175,946 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 


1987 
Operations 
INetiIincomeR eee ee cies sone eee 1,498 
Items not affecting cash 
Provision for claims and losses on loans........... 59,178 
Amortization of fees and premiums. ................. (27,112) 
Decrease in accruals of interest and fees.......... 67,019 
Rescheduling of interest .....0.c..0..0.c..0eeeree (151,738) 
Kees-and premiums received ee eee 41,366 
Other'changestereco ee eee (16,647) 
(26,436) 
Loans receivable disbursed ....................:...::0c000-00 (622,940) 
oansireceivableirepaid we re eee 581,777 
Cash provided from (used in) operations.............. (67,599) 
Treasury 
Isstieoflong-term GeDte esr eee ere 635,816 
Repayment of long-term debt ................00.cee (824,348) 
Increase (decrease) in short-term loans payable . 201,034 
Cash provided from (used in) financing............... 12,502 
Increase (decrease) in cash and marketable 
SCCUMIDICS Resi seen arenes. Seca me nce ne (55,097) 
Cash and marketable securities 
Beginning of year ..................... Ree a ee 1,093,766 


Bndiofivears <cccc8s ccna nonce eee a 1,038,669 


1986 


1,889 


43,465 
(36,198) 
13,734 
(53,320) 
47,224 
(40,967) 
(24,173) 


(627,422) 
888,851 
237,256 


572,104 
(578,956) 
(56,934) 
(63,786) 


173,470 


920,296 
1,093,766 
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NOTES TO FINANCIAL STATEMENTS 


1. Act of incorporation and corporate mandate 


Export Development Corporation was established on October 1, 
1969 by the Export Development Act, a statute of the Parliament 
of Canada. The Corporation was created as an agent of Her 
Majesty in right of Canada for the purpose of facilitating and 
developing trade between Canada and other countries, by the 
provision of loans, guarantees and insurance. The Corporation is 
accountable for its affairs to Parliament through the Minister for 
International Trade. 


. Summary of significant accounting policies 


These financial statements are prepared in accordance with 
accounting principles generally accepted in Canada, consistently 
applied, and conform in all material respects with international 
accounting standards. A summary of significant accounting poli- 
cies follows: 


Marketable securities 


Marketable securities are valued at the lower of cost and mar- 
ket value as at the balance sheet date. 


Allowance for losses on loans receivable 


The allowance for losses on loans is based on a review of collect- 
ibility of all outstanding loans to sovereign and commercial bor- 
rowers. In respect of this review, the Corporation recognizes that 
the economies in some of the countries where the Corporation has 
made loans have weakened over time to the extent that indefinite 
delays in repayment of principal and interest may have to be 
accepted. It is not possible at this time for management to deter- 
mine the amounts, if any, of potential losses associated with these 
uncertainties and delays. Therefore, in addition to any specific 
provisions made as a result of the review of the outstanding loans, 
the Corporation charges to income an amount sufficient to main- 
tain a general allowance to reflect management’s best estimate of 
the amount necessary to cover the risks in the non-current loans 
portfolio. 


Allowance for claims on insurance and guarantees 


The Corporation provides for claims based on claims experience 
augmented, if necessary, by a specific provision based on a review 
of contingent liabilities. Claims payments are recorded at 
estimated recoverable values and included with other assets and — 
non-recoverable amounts are charged to the allowance. Subse- 
quent net gains or losses on recovery are credited or charged to 
the allowance. 


Reserve for contingencies 


The Corporation has in 1986 established, through transfers 
from retained earnings, a reserve for contingencies with respect to 
possible unforeseen decreases in the value of loans receivable or 
claims on insurance and guarantees. Subsequent reductions, if 
any, in the reserve for contingencies will be credited to retained 
earnings. 


Loan interest and fees earned 


Interest is accrued on principal receivable until such time as the 
loan becomes non-current. Non-current is defined as any loan 
where there is significant doubt as to collectibility, where signifi- 
cant payments have not been received for a period of two years 
and a rescheduling agreement has not been negotiated, or when a 
rescheduling agreement has been signed and a significant pay- 
ment has not been received for one year. 

In subsequent years, interest income on non-current loans is 
recognized on a cash basis. 
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EXPORT DEVELOPMENT CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS —Continued 


Non-current loans are restored to an accrual basis when regular 
repayment patterns of all or substantially all amounts due have 
been established, which is usually over a one to two year time 
period and normally after a rescheduling agreement has been 
signed, and there is reasonable assurance that the repayment pat- 
tern will continue in future years. 

Loan fees are taken into income over the disbursement and 
repayment periods of a loan. 


Investment interest earned 


Investment interest, which is substantially earned outside 
Canada, is prorated between loans and guarantees and insurance 
and guarantees on the basis of average funds invested. 


Interest expense 


Interest expense includes hedging expenses, and the amortiza- 
tion of debt discount and issue expenses which are charged to 
income over the life of the debt on a straight line basis. 


Insurance premiums 


Insurance premiums and fees are earned in Canada. For short- 
term insurance policies, premiums are taken into income at the 
commencement of coverage. Premiums on other export insurance 
policies are taken into income using methods which generally 
reflect the exposures over the terms of the policies. Foreign invest- 
ment insurance premiums are taken into income evenly over the 
terms of coverage, except that the premium in the first year is 
taken into income in its entirety when received. 


Translation of foreign currency 


The Corporation hedges its U.S. dollar assets and liabilities on 
a total portfolio basis. Any net exposure to future changes in the 
U.S. dollar foreign exchange rate is due to short-term timing dif- 
ferences in cash flows. It is the Corporation’s policy to manage 
assets and liabilities denominated in U.S. dollars in such a way as 
to minimize this net exposure. Accordingly, assets and liabilities 
denominated in U.S. dollars are translated into Canadian dollars 
at exchange rates prevailing at year-end. 

Gains and losses relating to the translation of any unhedged 
long-term foreign currency assets or liabilities in other than U.S. 
dollars are deferred and amortized on a straight line basis over the 
remaining life of the asset or liability. The unamortized balance of 
the deferred exchange gains or losses is included in deferred reve- 
nues or other assets. 

Income and expenses are translated at average monthly 
exchange rates in effect during the year. Exchange gains and 
losses resulting from the translation of foreign currency balances 
and transactions are reported with investment interest earned. 
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3. Loans receivable 


Loans receivable from both sovereign and commercial borrow- 
ers are mostly at fixed interest rates established in competition 
with similar export credit agencies in other countries and gener- 
ally below commercial rates. These loans mature as follows: 


December 31 


1987 1986 
(in thousands 
of dollars) 

Within 12 months 

a Cr ee ee es ee te 650,724 659,039 

SI AOALIN P crecne negotiate aa ee ee 101,635 64,417 
OVErdUe te ero aren lacuna ir eee atk eee 399,899 394,997 
LOSSES rere er eee ine Se th ene eee en ee 779,624 
NOD Se Ae Aas oe Skeeter om staat nn nai aE Am we 758,077 759,469 
L990 BE, 7 ROR GIR IO 2. St AROS 733,582 679,787 
199ewees. Jemyatenreat Sy. tier. Vs. sts 699,328 620,294 
1992295. ce lonrutorrs os. tech ee Hered torts 618,941 513,500 
1:99 32109 rit ele SROawet 6 Sea es ete ER 1,479,520 1,070,722 
1998:andi thereatenss i eee ees ce ete as 318,929 278,498 
“Tota eee eee talc eis POS. AE BM Iga) 5,760,635 5,820,347 
Commercial loans included above ......................... 992,344 1,034,291 
Floating rate loans, generally based on LIBOR 


rates, included in total loans ........0.......c.ccccce 1,126,556 731,407 


The geographic distribution of these loans is as follows: 


Pacific:and NorthvAsia 212.300 5. sts yak ee 628,873 550,064 
SOuthtASia tics cette ee ee eee 341,868 310,891 
Middle East and East Africa ............0..0cccccceceeee 410,692 471,345 
INORtnanduywieste ATi Cae: tne ene renee ee nee 1,143,924 1,214,101 
BasterniBurope nsior!. 28... est, 5 See eee cae eee 769,871 737,921 
WiestermiBuropes :780h senect Ba ntccae ares: $02,203 595,762 
WUSArandi Caribbean. see syste ee ee 539,614 546,625 
Mexico and Central America...............0:000000.000 335,954 293,332 
South AmeiCavastercnscsccetecse eee vere 529,014 537,162 
SouthvAmenricasWestsacto ee eos ae $58,622 563,144 


5,760,635 5,820,347 


. Overdue loans receivable 


Amounts overdue consist of principal instalments and billed 
interest and fees that have not been received in accordance with 
the specified terms contained in the related loan agreements. 


The geographic distribution of the overdue principal and recog- 
nized interest, in the amounts of $399,899 thousand (1986— 
$394,997 thousand) and $86,741 thousand (1986—$218,588 
thousand) respectively, is as follows: 


December 31 


1987 1986 
(in thousands 
of dollars) 

PacificsanduNontheA Slaincc.cs acs ceveccsret sc teases ms cose 5,389 1,062 
SourhrA Stamens. cere a ee Sabie riot eine 5 Sees Nes 1] 3 
MiddlezEasGand East Africa... ee ee 71,294 15,907 
NorthtandywWestA frica,.!) a2 Shei tater oe renee 30,114 54,225 
Eastetn; Europer. sec cestie ete ihe tate Rae cs ee 40,865 105,620 
WeesterniEupope Gt. time 20 eee eee eee eee 20,898 16,053 
UWSA\and (Caribbean eek eek 103,644 122,309 
Mexico.and GentraliAimeniCaerc. 5 eek. eee 35,150 48,678 
SOutheAmeniGay asters eee eects oes on cori eae 67,930 129,978 
SouthtAmenicatWest™-. bee SEES 111,345 119,750 


a Ko) 22 Fan etter neers either ch eet ae eth Cea hort 486,640 613,585 
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NOTES TO FINANCIAL STATEMENTS—Continued 


Rescheduled and restructured loans receivable 


The principal method of alleviating the debt repayment prob- 
lems of sovereign nations continues to be the use of rescheduling 
agreements. The Governments of debtor and creditor countries 
meet, usually under the auspices of the Paris Club, to negotiate 
guidelines covering the rescheduling of debt coming due within a 
specific time frame. These rescheduling agreements are accom- 
panied by International Monetary Fund (IMF) disciplines to 
improve the underlying economies of the countries and usually 
result in structural adjustments covering several years until the 
problems are resolved. Once the government to government mul- 
tilateral guidelines have been established, the Corporation and 
other government departments and agencies bilaterally negotiate 
their relevant loans. This method of facilitating repayments is 
considered normal in collecting sovereign debts and reflects gov- 
ernment direction. 

In addition, through the Corporation’s membership in the 
International Union of Credit and Investment Insurers (Berne 
Union), and indirectly through Canada’s membership in organiza- 
tions such as the Organization for Economic Cooperation and 
Development, the International Bank for Reconstruction and 
Development and the IMF, the Corporation is provided with 
exchanges of international financial and credit information aiding 
the negotiation of repayments from international borrowers. 

Commercial debt repayment problems are generally alleviated 
by restructuring agreements wherein loan repayment terms and 
schedules are adjusted to match projected cash flows of the com- 
mercial entity involved. 

Rescheduled and restructured amounts during the year are as 
follows: 


December 31 


1987 1986 
(in thousands 
of dollars) 
PriniCl pal lincseees cos eo ene coer ene ene Re ce ee BMS SONS 
[NCEFES tic sree eee ki ee ee ere rth et Lot. 738. 535320 


384,711 149,239 


The geographic distribution of rescheduled and restructured 
loans is as follows: 


December 31 


1987 1986 
(in thousands 
of dollars) 
Pacificrand INorthyAsiaves. a0. ae.. ee... eee 9,076 10,146 
SouthcA Sige rc tisce os ce nineteen ae. Se bn ns ere 799 2,826 


148,462 82,843 
106.3878 92,372 
99,890 112,939 
43,196 39,476 
102,823 32,935 
183,815 84,685 
49,910 46,717 


astern urope seat cera ence ee 
IW.ESterniB UrOpe ety ce vssa crete ei ents seaeae Recs eee 
USAsandiGaribbean tame. ek eee tts: tse eee 


744,358 414,939 
67930885552 
78,923 28,068 
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6. Non-current loans receivable 


Due to the weakening of economic conditions over time, certain 
loans where there is risk of long repayment delays or significant | 
doubt as to collectibility are placed in the non-current category. 
Total non-current amounts receivable are as follows: | 


December 31 
1987 1986 


(in thousands 
of dollars) 


Sovereign, mainly in Eastern Europe and South 


IAIMCLICAANMES the te tree ay ter eh car tadecerk eet emcee ede 636,663 624,218 


141,030 135,084 
777,693 759,302 


In addition to not recognizing interest on these loans, any 
undisbursed balances on signed loan agreements are cancelled or 
frozen, and sovereign borrowers are declared ineligible for further 
financing, to prevent any increased exposure resulting from new 
business. 

Total interest on non-current loans not recognized as revenue in 
1987 amounted to $79,729 thousand (1986—$71,929 thousand). 
At December 31, 1987, the accumulated interest not recognized 
on loans amounted to $205,890 thousand (1986—$114,487 thou- 
sand) of which $133,343 thousand related to sovereign loans 
(1986—$74,504 thousand). 


. Loans payable 


Loans payable mature as follows: 


December 31 


1987 1986 
(in thousands 
of dollars) 

Within 12 months 

=SBixedh Ate Pee ier ers le pees 8 1,045,223 767,724 

—Floating.0..c0c0 eho eae See ee. 1,679,397 1,563,275 
LOSS "rare. Site Septet camer. snat swe cea RR ees 1,144,970 
LOS Siar, cee ee wees gE N. Lee! ca: flow sae Pe eas $11,220 5515233 
N99 Os Stowe eee cock, Ste, abe selene ase eer 804,305 773,741 
NICS fo) Rae ins Se 5 Saag ete re 336,693 351,849 
[RS AA re taht rh nwa nk ii alan ale A ad a Dh he 570,718 236,205 
T993*tOT 997 eer ee re Ae ee eee 676,561 511,768 
Ota] Rete neete cree ase ee at en ce ee 5,624,117 5,900,765 


Commercial loans included above: 
Fixed interest rates from 5.38% to 14.13% 


(1986—S5.38% to 15.55%) ...cccceeeseteeeeees 3,336,229 4,216,407 


Floating rate and short-term fixed rate revolving 


LON Se ore eae cost neen rn eA hake es oe oe 2,262,888 1,604,358 


Canada loans included above: 
Fixed interest rates at 8.375% (1986—8.25% 
107815 %) Ae 8 ee Se ee 


25,000 80,000 


The Corporation also had lines of credit and overdraft facilities 
aggregating $3,555 million at December 31, 1987 (1986—$3,201 
million). 
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EXPORT DEVELOPMENT CORPORATION—Concluded 
NOTES TO FINANCIAL STATEMENTS—Concluded 


8. Share capital 11. Related party transactions 
The authorized share capital is $1.5 billion consisting of 15 mil- Transactions with Canada are summarized as follows: 
lion shares with a par value of $100 each. The number of shares 
issued and fully paid is 6,970 thousand (1986—6,970 thousand). Year ended 
9. Statutory limits, commitments and contingent liabilities esecssetlledac a 
1987 1986 


The Export Development Act (the Act) allows the Corporation vein thouande? 
to have outstanding loans and commitments to foreign borrowers of dollars) 
up to a maximum of $15 billion. The position against this limit, 


: 5 : : ; Income and expense items 
determined in accordance with the requirements of the Act, is P 


$7,704 million (1986—S8,370 million). Of this amount, undis- bee achinitediinecuversmarceatoicitslie te ea <r hte dat 
bursed commitments on signed loan agreements at face rates from aitecestbenthed mea eidbale eu. te, els 469 472 
6.74% to 12.50% is $1,868 million (1986—$2,549 million) with 3.488) 747~” 
the balance representing loans receivable and loans with recourse — 
to the Corporation. 

The Corporation expects to fund these undisbursed commit- ee 
ments near the time of their disbursement, typically over a three eS 
year period, by issuing a combination of debt instruments in world Yara 


capital markets at commercial rates of interest and capital stock. 


The Corporation generally attempts to match debt maturities and PASEO Ct 


Canada bonds, bearing interest at the rate of 9.50% 


currencies with those of its average export loans. maturing in 1994 o.0:.. fens ieyalesas de OUaR © (5,033) (5,038) 

The Act also specifies that the Corporation can incur liabilities Accrucdsinterest recelvaDlews see en (22) (23) 
under contracts of insurance, related guarantees and guarantees Accounts administered for Canada (Note 12)............. 426 3,085 
pertaining to the lending program up to a maximum of $15 bil- Long-term loans payable’ =... ial. Ree ee 25,000 80,000 
lion. The position against this limit, determined in accordance Accruediintenestspaya Der... eee ee eee 447 1,420 
with the requirements of the Act, is $3,047 million (1986—$2,930 20,818 79,444 
million). 2 ae a eons 

Contingent liabilities of the Corporation included in the above The Government of Canada has established an understanding 
positions amounted to $2,273 million (1986—$2,123 million). Of that it will seek Parliamentary appropriations to eliminate any 
this amount, $67 million (1986—$245 million) related to loan losses the Corporation might incur. No such appropriation has 
guarantees and loans with recourse to the Corporation. The bal- been required to date. 


The Corporation is not subject to the requirements of the 
Income Tax Act with respect to its earnings. 

The Corporation also enters into transactions with other Crown 
corporations in the normal course of business. 


ance pertained to the Corporation’s insurance activities. 


The Act allows the Corporation to borrow up to a maximum of 
ten times the aggregate of its paid-in capital from time to time 
and the retained earnings determined in accordance with the most 
recent audited financial statements. As at December 31, 1987, 12. Accounts administered for Canada 
this formula produced a limit of $8,729 million (1986—$8,961 
million) against which borrowings amounted to $5,624 million 
(1986—$5,901 million). 


(a) Pursuant to the Act, the Corporation administers for Canada 
certain loans and insurance programs entered into under the 
authority of the Governor General in Council for which the 


10. Foreign currency balances Board of Directors is not accountable other than in respect of 
The Corporation has substantial assets and liabilities in U.S. the administration of the contracts. These accounts are main- 
dollars and in other currencies. The Canadian dollar equivalent tained separately from the Corporation’s accounts, and are 
after taking into consideration forward exchange contracts is as consolidated annually as at March 31 with the financial 
follows: statements of the Government of Canada which are reported 
upon separately by the Auditor General of Canada. The 
December 31 assets administered for Canada, mainly loans receivable and 
1987 1986 accrued interest and fees recorded in accordance with 
~~ (inthousands accounting policies and practices approved by the Govern- 
of dollars) ment of Canada, amounted to $871 million (1986—$880 
US. Dollars million): 
Assets .. Be AES Eee eae ao Sra aro 5,082,409 5,250,209 (b) Canada account statutory limits, commitments and contin- 
DepaDITCS ep tete stem ceennarers Sr AEN eerie 55236,999 9 533895775 gent liabilities 
IN CIREXPOS UNC 5 rocco une we te ere ne anL (154,590) (139,566) TST ACE TENO WE THETA Cas uintS Ran higlepad Tor” CRRgEE te 
RAteOMmexchan pes 5 ile) Oe erete eaereenne mane E2993 1.3805 have outstanding loans and commitments to foreign borrow- 
British pounds, Deutsche marks, European ers up to a maximum of $6 billion. The position against this 
Currency Units, Swiss francs and Yen limit, determined in accordance with the requirements of the 
Assets = ae Ur 5 ener a nee 119,284 77,936 Act, is $956 million (1986—$823 million), including contin- 
Laabilities:.......2.“=<:--< Reh e SOR er Sr ne ene 95,964 66,601 gent liabilities of $4 million (1986—$9 million). 
INGLICXPOSUITC tom. tonya eres wee Ride se pa 23,320 1335 


The Act also specifies that the Accounts administered for 
Canada can incur liabilities under contracts of insurance, 
related guarantees and guarantees pertaining to the lending 
program up to a maximum of $7 billion. The position against 
this limit, determined in accordance with the requirements of 
the Act, was $370 million (1986—$430 million) including 
contingent liabilities of $330 million (1986—$376 million). 
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SUMMARY PAGE 


FARM CREDIT CORPORATION 


MANDATE 


To assist Canadian farmers to establish and develop viable farm enterprises through the provision of long-term credit 
and other financial services. 


BACKGROUND 


Since 1959, under the authority of the Farm Credit Act, the corporation has made mortgage loans to farmers for the 
purchase of farm land, livestock and machinery, for permanent farm improvements and to refinance debt. Under the 
authority of the Farm Syndicates Credit Act, the corporation may make loans to groups of farmers for the joint 
acquisition of agricultural facilities and equipment. The maximum loan for an individual farm is $600,000 and for a 
syndicate is $100,000. As of March 31, 1988 the corporation had 72,182 loans outstanding. The corporation 
maintains six regional offices and about 105 district and field offices. 


CORPORATION DATA 
HEAD OFFICE P.O. Box 2314, Station D 


434 Queen Street 
Ottawa, Ontario 


KI1P 6J9 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Wise, P.C., M.P. 
DEPARTMENT Agriculture 
YEAR AND MEANS 1959; by the Farm Credit Act (R.S.C. 1985, c. F-2). Its predecessor 
OF INCORPORATION was the Canadian Farm Loan Board, founded in 1929. 
CHAIRMAN AND CHIEF James J. Hewitt 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 
At the end of the period 


2) be ALT IN ERC Os a Rea 4,307 4,909 5,015 4,940 

Obligations toxtheyprivate Sectonolllim: A002 wth. ccc cciceicinnlen 1,328 1,600 984 571 

ObligationstomCanader |) meitis, he 0 MGR Ro. cc. cecregs 3,484 33305 3,896 4,110 

BquityooitGanadagh..20s inal wel ire. Otte, N58. RAT ccs. ccnciseasshd OOM (637) (125) 8 129 
Cash from Canada in the period 

atau ET Ta Ye hy g amnathoee, Bene saminda. boiereiac unten cea. Nant OER RRS Ae ts oreo? 13" 5 nil nil 

— non-budgetary, net of loans repaid oo... cece 182 (591) (214) 17h) 


* In addition to the direct payments from Canada, the corporation received from the Department of Agriculture in 
1987-88 a total of $18.4 million in compensation for financial concessions to clients. 
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FARM CREDIT CORPORATION 


MANAGEMENT?’S RESPONSIBILITY 
FOR FINANCIAL STATEMENTS 


The accompanying financial statements of Farm Credit Corporation 
and all information in this annual report are the responsibility of man- 
agement and have been approved by the Board of Directors. The finan- 
cial statements include some amounts, such as the allowance for loan 
losses, that are necessarily based on management’s best estimates and 
judgement. 


The financial statements have been prepared in accordance with 
accounting principles which are generally accepted in Canada and 
_which have been consistently applied. Financial information presented 
_elsewhere in the annual report is consistent with that contained in the 
financial statements. 


In discharging its responsibility for the integrity and fairness of the 
financial statements, management maintains financial and manage- 
‘ment control systems and practices designed to provide reasonable 
"assurance that transactions are authorized, assets are safeguarded and 
|proper records are maintained. The system of internal control is aug- 
mented by internal audit which conducts periodic reviews of different 
aspects of the Corporation’s operations. In addition, the internal and 


the Board, which oversees management’s responsibilities for maintain- 
ing adequate control systems and the quality of financial reporting. 


The independent auditor, the Auditor General of Canada, is respon- 


James J. Hewitt, C.M.A. 
Chairman and Chief Executive Officer 


William G. Mann, C.A. 
Chief Financial Officer 


BALANCE SHEET AS AT MARCH 31, 1988 
(in thousands of dollars) 


'ASSETS 1988 1987 


Cash and short-term investments ........0....ccccccccseeeeseeees 18,981 88,494 
Accounts Tecelvablevar rie Shen See ee 632 1,678 
Hoanssrecelva Dles(INOte\S) ena ec eee 4,701,630 4,955,941 
Less: allowance for loan losses (Note 4) .........c.00c0000 500,000 219,000 

4,201,630 4,736,941 
Realestatere eset eae ee RO ee ee 63,000 $3,771 


PIXCOASSEIS Tee tee ee TE a ee, 3,481 2,957 
19,467 24,799 


The accompanying notes are an integral part of the financial statements. 
Approved by: 


JAMES J. HEWITT, C.M.A. 
\Chairman and Chief Executive Officer 


WILLIAM G. MANN, C.A. 
Chief Financial Officer 


4,307,191 4,908,640 
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AUDITOR’S REPORT 


TO THE MINISTER OF AGRICULTURE 


I have examined the balance sheet of Farm Credit Corporation as at 
March 31, 1988 and the statements of operations and deficit and 
changes in cash position for the year then ended. My examination was 
made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as I considered 
necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1988 and the results of its 
operations and the changes in its cash position for the year then ended 
in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Farm 
Credit Act and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
June 7, 1988 


LIABILITIES 1988 1987 
Accounts payable and accrued liabilities ...0..0.00.0000..... 3,970 3,779 
Shortsterm notesae etre te ee ee 181,943 271,57 
Provision for employee termination benefits .............. 2,340 4,190 


4,755,567 4,753,891 
4,943,820 5,033,431 


Loans payable (Notes 5 and 6) ...........cccccccccceeseereeeees 


DEFICIENCY OF CANADA 
Contributed’ capital (Note 7c csscteceesesscreseotoee 218,333 218,333 
Deficitter meter te Men ee ont mer cere ae ene (854,962) (343,124) 


(636,629) (124,791) 
4,307,191 4,908,640 
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FARM CREDIT CORPORATION—Continued 


STATEMENT OF OPERATIONS AND DEFICIT NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1988 MARCH 31, 1988 


(in thousands of dollars) loxThe Corporation 


Farm Credit Corporation (““FCC” or “the Corporation”) was 


1988 1987 established in 1959 by the Farm Credit Act as the successor to the 
Canadian Farm Loan Board and is a Crown corporation named in 
Interest income Schedule C, Part I of the Financial Administration Act. Its role is 
oanstreceivablenmmmrnt te eer nee ner ren tree 377,867 465,380 to provide financial services to enable Canadian farmers to estab- 
Investinents see snrewres tere ver teva sea sreeecete testes 2,132 13,727 lish, develop and maintain viable farm enterprises. 
379,999 479,107 The Corporation makes and administers farm loans under the 
Interest expense authority of the Farm Credit Act and the Farm Syndicates Credit 
Loansipayablem ses -nes sees wee es ee 452,045 462,102 Act, and administers programs as assigned by the federal govern- 
Short-termnotesmaeon ee tee i ee eee 15,054 21,985 ment. 
467,099 484,087 In view of the deficiency of Canada’s equity in the Corporation 
Net interest (income) expense ............ccccccceseceeeeeteeeeees 87,100 4,980 and FCC’s current financial condition, discussions are underway 
Provision for loan losses (Note 4) .........:::ceccceeeeees 393,419 98,322 with the government to develop a financial recovery plan. A wide 
480,519 103,302 range of options is being considered. 
Other inCOMe ...........eces esses eeceseceneesnecesnensnensecnnenssseesenes (4,019) (3,885) The Corporation operates in one business segment, providing 
Loss before administrative exPenses............0..00cccceees 476,500 99,417 long-term loans to Canadian farmers. 
Administrative expenses sae ; He 
Salaries and ree benefits ermine ce eres: 25,423 23,947 2. Significant accounting policies 
Office accommodation and equipment.................00 4,035 3913 (a) Allowance for loan losses 
Traveliandirelocationeest9 a eee eee oe 2,505 2,358 ; 
Otherc ee eee aaa ek ee Nine MAE crt ac Ices 3:31) 2,855 The allowance for loan losses represents an estimate of prob- 
71353387 a0} able losses on the accounts outstanding at the end of the year 
ase TOFANe YEA n th sts et tris Mee Pele ess 511,838 132,490 and is based on a review of collectibility of outstanding loans. 
Deficit at beginning of the year ...........0.ccccccceceeteeee 343,124 210,634 The allowance has a specific component which is based on 
Deticivatiendlotitic yea reese eee me ee 854,962 343,124 the review of outstanding loans in arrears and a general com- 
oo ponent, which is prudential in nature, to provide for loan 
The accompanying notes are an integral part of the financial statements. losses which have not yet been specifically identified. With 
respect to this estimate of losses, the Corporation recognizes 
STATEMENT OF CHANGES IN CASH POSITION that future economic and agricultural conditions are not pre- 
FOR THE YEAR ENDED MARCH 31, 1988 dictable and, therefore, their impact on the collectibility of 


loans is uncertain. 


in thousands of dollars : . 
( ) Actual loan losses and writedowns of acquired real estate to 


net realizable value are charged to the allowance while recov- — 


1988 1987 eries are credited to the allowance. The adjustment of the 
allowance to the level regarded by management as being 
Operating activities appropriate is charged to operations as the provision for loan 
Ibossifor thé yearcton teen e eee (511,838) (132,490) losses. 
Items not involving cash 
Provision for loan losses ...........::::c00es0e0seceeeees 393,419 98,322 (b) Revenue recognition 
Increase in accrued interest on loans receiv- 


Interest income is recorded on an accrual basis until such 


Bblow ween ee a beet (3,150) (53,236) ; : 
Increase in accrued interest on loans payable.. 1,676 5,077 WS as a loans classified oo non-performing. Loans ae Clas; 
Other ve eee cs cassettes Henese ae es 5,595 6,053 sified as non-performing when principal or interest is six 

(114,298) (76,274) months past due unless the loan is well secured, or when cir- 
LiGanisto TaRmeTs ce it be ee or ee (240,626) (315,060) cumstances indicate doubt as to the ultimate collectibility of 
Loans receivable repaid ...........cc..:sssvssvesvesssveeeeeee 328,360 323,198 principal or interest. When a loan is classified as non-per- 
Proceeds from disposal of real estate.................... 33,060 19,465 forming, uncollectible accrued interest recognized in the year 
Government compensation for loan losses ........... 15,000 5,000 is reversed, and uncollectible accrued interest recognized in 
SSS (1,381) (1,080) previous years is provided for in the allowance for loan losses. 
Cash provided by (used in) operating activi- Payments received on non-performing loans are generally 
THES oescsesesteneeeetnnseeeennseeeeecnseteetsneeetercnneetes 20,115 (44,751) applied to principal, unless management has determined that 
Financing activities the loans do not require a specific provision for loss. In this 
Loans from C@anadar tere eer Ce eee 345,600 case, interest income is recognized on a cash basis. 
Loans repaid to Canada ees ace nee (345,600) (591,155) Non-performing loans may return to the accrual status when 
Loans from capital markets.........0.0.0...::ccee 581,554 See . . pie 
Debi gece pecs (3,576) principal and interest are current and ultimate collection is 
Net increase (decrease) in short-term notes ........ (89,628) 34,074 reasonably assured. : 7 ’ 
Cash provided by (used in) financing activi- a aah Searle C Where a non-performing loan 1S refinanced on renegotiated, 
eg ioe vale to errr t Cae OeEt a (89,628) 20,897 uncollected interest is capitalized and recognized as income. 
Net decrease in cash and short-term investments ... (69,513) (23,854) The refinanced loan is carried on - accrual basis as long a 
Cash and short-term investments at beginning of there is reasonable assurance regarding the ultimate collecti- 
the veders) nile cen Bathe se ee 88,494 112,348 bility of principal and interest, and principal or interest is not 
Cash and short-term investments at end of the six months past due. 
ES alkene eR 6 Cle Ehret, MRC ct NRE 18,981 88,494 Loan fees and charges are recorded as other income when 
earned. 


The accompanying notes are an integral part of the financial statements. 


: 


! 


j 
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FARM CREDIT CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Continued 


(c) Real estate 


Real estate represents farm property acquired in the process 
of administering the outstanding loans receivable and must 
be disposed of within five years of acquisition or such further 
period as the Governor in Council may prescribe. It is carried 
at the lower of cost and net realizable value. 


(d) Fixed assets 


Fixed assets are recorded at cost less accumulated deprecia- 
tion or amortization. Depreciation and amortization are gen- 
erally determined using the straight-line method over the 
estimated useful lives of the related assets. 


(e) Debt discount and issue expenses 


Discounts and expenses relating to the issuance of debt are 
amortized on a straight-line basis over the life of the debt and 
included in interest expense on loans payable. 


(f) Translation of foreign currencies 


Loans payable in foreign currencies are hedged by currency 
conversion agreements and are translated into Canadian dol- 
lars at the rates provided therein. The differences between 
the ultimate amounts payable at the contracted rates and the 
cash proceeds of the debt issues are included with unamor- 
tized debt discount and issue expenses. These amounts are 
amortized by charges to interest expense over the lives of the 
obligations on a straight-line basis. The interest payable in 
foreign currencies on this debt is also hedged by currency 
conversion agreements and is translated into Canadian dol- 
lars at the contract rates. 


— 


(g) Pension plan 


The Corporation participates in the Public Service Superan- 
nuation Plan administered by the Government of Canada. 
Contributions to the Plan are made equally by both 
employees and the Corporation. These contributions are 
expensed during the year in which the services are 
rendered. 


(h 


~— 


Employee termination benefits 


On termination of employment, employees are entitled to 
severance benefits provided for under their terms of employ- 
ment. The liability for these benefits is recorded as the ben- 
efits accrue to the employees. 


(i) Income taxes 


The Corporation records income taxes on the tax allocation 
basis which recognizes the income tax effect of transactions 
when they are recorded in accounting income, regardless of 
when such items are recognized for tax purposes. 


/3. Loans receivable 


Annual 
interest 
rate 1988 1987 
% (in thousands 
of dollars) 
Loans to farmers, secured by 
MULE Zages hse ent. aeilie 5-7% 484,682 556,501 


8-10 % 2,119,134 2,067,218 

11-12% 1,443,065 1,558,875 

13-16% 608,433 730,084 

4,655,314 4,912,678 

Loans to farm __ syndicates, 
secured Dy: notesi® 2.-7e eee 
Loans receivable from real estate 
sales, secured by agreements 
for sale or mortgages................. 5-15 % 40,365 35,690 


4,701,630 4,955,941 


6 %-17 % 5,951 7,573 
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Amounts due by fiscal year are as follows: 

Principalipast:ducees aes enone eee 63,533 56,325 
198 8 eee thatch MONON sce Ae Nereis 142,476 
ek ie i See een 3 1 Seo Me BA Ne 147,069 163,554 
OS Bier rn ee Oe Te eee eA ae 492,665 581,787 
199 lek mentee cere g 2 CA onion. Oo! Seek a 267,072 289,975 
19925 aE eT SAGES at SR A 306,063 316,935 
P99 3 scenes sey Petes saris. crackesssis1sg Co 296,655 240,567 
1994 andtbeyond annwas een er ween ee nree 2,795,921 2,776,783 


4,368,978 4,568,402 
112,176 96,944 
220,476 290,595 


4,701,630 4,955,941 


Accrued interest —Current ............0.00000000... 
—=—AITCAIS © eee cs 


At March 31, 1988 the Corporation had 7,950 loans represent- 
ing $1,056.7 million of loans receivable classified as non-perform- 
ing (1987—4,211 representing $695.9 million). During the year, 
interest not recognized on non-performing loans amounted to 
$130.8 million (1987—$55.4 million). At March 31, 1988 the 
accumulated interest not recognized on outstanding non-perform- 
ing loans amounted to $190.8 million (1987—$95.4 million). 

Prepayments of principal from farmers of $157.9 million 
(1987—$215.9 million) were received during the year. 

During the year, Commodity-based Loans in the amount of 
$167.8 million (1987—$242.6 million) were disbursed. Of this 
amount, $10.0 million (1987—$13.5 million) was used to pay 
arrears on the Corporation’s previous loans. 


. Allowance for loan losses 


The allowance for loan losses is management’s best estimate of 
the probable losses on outstanding accounts. In this regard, a 
number of events and conditions are not predictable and their 
impact on losses is uncertain. These include future land values, 
commodity prices, federal and provincial governments’ legislation 
and initiatives, climatic conditions, and so on; all of which could 
affect the Corporation’s loan losses. Management has made its 
best estimate of the effect of these events and conditions on loan 
losses. 


In addition, as discussed in Note 11, the federal government 
has agreed to reimburse the Corporation for concessions made to 
farmers over the next three years as a result of its participation in 
the Farm Debt Review Board process. The nature of the conces- 
sions to be made through the process and the extent to which they 
will reduce the Corporation’s loan losses is not currently determi- 
nable. Accordingly, the impact of the Farm Debt Review process 
has not been considered in establishing the allowance for loan 
losses. Such amounts are credited to operations as the benefits of 
the concessions are passed to the farmers. 


A summary of the changes in the allowance for loan losses fol- 
lows: 


1988 1987 
(in thousands 
of dollars) 
Allowance for loan losses 
Balance at beginning of the year oo... 219,000 155,800 
Actual loan losses and losses on the sale of real 
estate; net of recoveries.cn ee (16,128) (11,622) 
Write-down of real estate to net realizable 
ValuGine see erie > rll Baer (96,291) (23,500) 
Provision for loan losses ..............ccceccseceeseeseseseeeeee 393,419 98,322 
Balance at end of the year ..........c.cccecceceseeseseeceeee 500,000 219,000 
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FARM CREDIT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


5. Loans payable 


Annual 
interest 
rate 1988 1987 
% (in thousands of 
dollars) 
Loans from Canada, secured by 
notes 
Barmyeredip ACther eee 6-7 % 463,604 538,748 
8-10% 1,686,685 1,460,830 


11-12 1,148,187 1,298,898 
3,298,476 3,298,476 

9%-15% 6,030 6,030 
3,304,506 3,304,506 


Farm Syndicates Credit Act .... 


Loans from capital mar- 
kets, secured by notes 
RarmiGreditvAct tamnane oust: 8 %-12 % 


Accruedtinterest ote. i ees laes 122,905 


Amounts due by fiscal year are as follows: 


19883 Ee) PT, SE A 201,851 
LOS ORE se seed tescctle rt seat gets Mica a ata 220,787 209,756 
199 Oe LAIN ODE tert teioeas soa taceaortar soi sou 641,371 855,290 
NOE i. 0. i 2am eA Ree a eee 463,864 454,229 
[OT cae hati Si suarhde ga. aia ae Roe ohh catnsenions 435,554 334,697 
TOO 3 ree eden encacce steno eRe ne eR 660,983 205,494 


122,905 


6. Limits on borrowing 


The Farm Credit Act limits the aggregate amount outstanding 
of the principal borrowings by the Corporation pursuant to the 
Act to twenty-five times the capital of the Corporation. At March 
31, 1988 the Corporation’s outstanding borrowings under this 
Act, comprising short-term notes of $179.0 million and loans pay- 
able of $4,617.6 million, were 21.97 times the capital of $218.3 


million (1987—22.39 times). 


The Farm Syndicates Credit Act limits the loans from Canada 
pursuant to the Act to $25.0 million. At March 31, 1988 the Cor- 
poration’s loans from Canada under this Act were $6.0 million 


(1987—$6.0 million). 


The Corporation continues to be restricted in its borrowings. 
Both short- and long-term funding requirements must be met 
from the Consolidated Revenue Fund of the Government of 
Canada, and only with the specific approval of the Governor in 
Council and the Minister of Finance. Further, FCC has been 
requested to manage its affairs so that, during the next fiscal year, 


no net increase in total debt will be required. 


7. Contributed capital 


The contributed capital of the Corporation represents the 
amount received from Canada under Section 12 of the Farm 
Credit Act. The statutory limit on this amount is $225.0 million 
(1987—$225.0 million). During the current year, no capital was 


contributed by Canada. 


8. Income taxes 


As at March 31, 1988 the Corporation has available various 
timing differences of approximately $813.0 million which have 
not been recognized in the accounts as these will not be utilized in 
the foreseeable future. They result primarily from differences 
between the provision for loan losses charged to operations and 
the amount claimed for tax purposes pursuant to Section 33 of the 


Income Tax Act. 


1,328,156 1,328,156 


4,632,662 4,632,662 
12229 
4,755,567 4,753,891 


2,210,103 2,371,345 


4,632,662 4,632,662 
1215229 


4,755,567 4,753,891 
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In addition, the loss carry-forward for income tax purposes, 
which has not been recognized in the financial statements, 
amounts to $21.8 million. Of this amount, $7.7 million will expire 
on March 31, 1993 and $14.1 million on March 31, 1994. 


. Commitments to farmers 


As at March 31, 1988 loans to farmers approved but not dis- 
bursed amounted to $22.6 million (1987—$62.2 million). Of this 
amount, $21.0 million was for regular loan approvals, most of 
which were approved at rates from 11.75% to 12.25%. The bal- 
ance of $1.6 million relates to Commodity-based Loans approved 
at rates of 6% and 9.125%. It is expected that the majority of 
these loans will be disbursed within the six-month period ending 
September 30, 1988 from funds to be borrowed by the Corpora- 
tion at prevailing rates of interest at the time of borrowing. 


. Operating leases 


Future minimum lease payments by fiscal year required under 
operating leases having initial non-cancellable lease terms in 
excess of one year are as follows: 


(in 
thousands 

of 
dollars) 
19ROU. CMEC db) Sao Re A tsa) LENE ORE. 5ok. Se ee ee ere bere, See 1,767 
199 Qi ac roa eert 1 Ae hae eee eee tte 2, ame CeENRae aac amen e 1,678 
JR as. erected bie thank Perna t ack, lathe le bhi dee pe SBE ipl 2 1,402 
199) oN g tee eee Lee See. ee Ee MCR, LO, <n oe eee 1,114 
[99326080 DIN DSIRE hs) Al. SMI. se eee. SU se eee 785 
1994 and DeyOnd so o..cec ccrqetsccersuty- 1 Aetna Smee ee ea 1,087 
7,833 


These leases generally provide for the payment by the Corpora- 
tion of real estate taxes and operating expenses in excess of the 
amounts established at the commencement of the lease term. 


. Government programs 


In the February 26, 1986 Budget, the Government directed the 
Corporation to establish a Commodity-based Loan Program for 
existing clients who are experiencing financial difficulty and who 
meet certain eligibility criteria. Under this program, reduced 
interest rates are available to borrowers and the loan principal is 
indexed to changes in commodity prices. The resulting net cash 
flow deficiencies, if any, are made up by the Government. During 
the year, the Corporation received $10.3 million from the Govern- 
ment in respect of these cash flow deficiencies (1987—$0.9 mil- 
lion). 

The Minister of Agriculture has, subject to annual parliamen- | 
tary appropriation, been authorized to make payments to the Cor- 
poration in amounts equal to concessions that the Corporation has" 
granted to farmers under arrangements made pursuant to the 
Farm Debt Review Act. The Government has allocated up to: 
$270 million for concessions to be granted over the period ending 
March 31, 1991. The Corporation is reimbursed at the time farm- 
ers realize the benefits of the concessions, which may be over a 
period as long as five years. Since the inception of the Farm Debt 
Review process, the Corporation has offered $46.5 million in 
concessions and received $8.1 million in payments. The difference 
of $38.4 million will be due and received over the next five years. 


. Comparative figures 


Certain 1987 comparative figures have been reclassified to 
reflect the presentation adopted in 1988. 
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Biate NSC. vaae eee ae ae one 

Obligations to the private sector 

Obligations to Canada .................0.... 
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SUMMARY PAGE 


FEDERAL BUSINESS DEVELOPMENT BANK 


To promote and assist in the establishment and development of business enterprises in Canada by providing financial 
assistance, management counselling, management training, information and advice. 


ince 1974, the Bank has provided financial assistance to Canadian firms by acting as a supplementary lender and a 
source of equity financing. It also provides financial planning, counselling and training, information and other 
management services to small and medium-sized business. 


800 Victoria Square 

Box 335 

Stock Exchange Tower Station 
Montreal, Quebec 

H4Z 1L4 


— Schedule III, Part I 
— an agent of Her Majesty 


The Honourable Robert R. de Cotret, P.C., M.P. 

Regional Industrial Expansion and Science and Technology 

1974; by the Federal Business Development Bank Act (R.S.C. 1985, 
c. F-6); (successor to the Industrial Development Bank, established 


1944). 


Guy A. Lavigueur 


William J. McAleer, Q.C. 


Price Waterhouse 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 


De ee eee 2,294 1,920 1,595 1,566 
Ue Oe <9 RAED Mince eI. ies S19. 1,916 1,563 1,184 1,023 
Rn ce SR ta 18 nil | 144 263 
eee ae een tr h eRe NS 276 242 207 202 
Oe eek onto? he ae 78 55 26 31 
Bo te Se aie nce erated osetia le nil nil nil nil 
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FEDERAL BUSINESS DEVELOPMENT BANK 


MANAGEMENT'S RESPONSIBILITY 
FOR FINANCIAL STATEMENTS 


The accompanying financial statements were prepared by the man- 
agement of the Federal Business Development Bank in accordance 
with accounting principles generally accepted in Canada, which were 
consistently applied except for a change in accounting for pension costs 
and obligations. The financial data contained in other sections of this 
annual report is consistent with the content of the financial statements. 


In discharging its responsibility for the integrity and fairness of the 
financial statements and for the accounting systems from which they 
are derived, management maintains a system of internal controls 
designed to provide reasonable assurance that transactions are author- 
ized, assets are safeguarded and proper records are maintained. The 
system of internal controls is augmented by audit and inspection staff 
who conduct periodic reviews of different aspects of the Bank’s opera- 
tions. In addition, the Vice-President, Internal Audit and the 
Independent Auditor have full and free access to the Audit Committee 
of the Bank’s Board of Directors which oversees management’s respon- 
sibilities for maintaining adequate control systems and the quality of 
financial reporting. 


These financial statements have been examined and reported upon 
by the Bank’s independent auditor, Mr. Raymond J. Morcel, F.C.A. of 
Price Waterhouse, Chartered Accountants. 


Guy A. Lavigueur 
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AUDITOR’S REPORT 


THE HONOURABLE MINISTER OF REGIONAL 
INDUSTRIAL EXPANSION 

AND MINISTER OF STATE 

FOR SCIENCE AND TECHNOLOGY 


THE HONOURABLE MINISTER OF STATE 

(SMALL BUSINESSES AND TOURISM) 

AND MINISTER OF STATE 

(INDIAN AFFAIRS AND NORTHERN DEVELOPMENT) 


I have examined the balance sheet of the Federal Business Develop- 
ment Bank as at March 31, 1988, and the statements of operations, 
deficit and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Federal Business Development Bank as at March 31, 
1988, and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally accepted 
accounting principles applied, except for the change in accounting for 
pension costs and obligations, with which I concur and as described in 
Note 10, on a basis consistent with that of the preceding year. 


Further, | have examined the transactions that came to my notice in 
the course of the above mentioned examination of the financial state- 


President : 
ments of the Federal Business Development Bank for the year ended 
March 31, 1988, to determine whether they were in accordance with 
Part XII of the Financial Administration Act, the regulations, the 
FBDB Act and the by-laws of the Bank. My examination of these 
transactions was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
| considered necessary in the circumstances. In my opinion, these 
transactions were, in all significant respects, in compliance with the 
authorities specified. 
Raymond J. Morcel, F.C.A. 
of Price Waterhouse 
Montreal, June 8, 1988 
BALANCE SHEET AS AT MARCH 31 
(in thousands of dollars) 
ASSETS 1988 1987 LIABILITIES 1988 1987 
LENS Fs let ace by tse aa Re eas aes san Meenas tanec ECReCERb: 2,423 2212 Chequesioutstandin uve. nes cee ee eee 5,903 6,755 
Treasury bills bs fie hi Rect TYNE a SE OER SRNR 91,072 15,664 Short=tenmnolese ee eee eee pee J 516,405 430,226 
93,495 17,936 Accrued interest on short and long-term notes....... 55,028 48,031 
1 > 194.017 1.921.884 OthenWabiliticswec sete eee : 18,194 9,874 
OTS no ia hie wate tae awtes See salting evs te oppo cones ava nckanSon cepa aed 5 if sr aailig 
Venture capital investments (Note 3) 292s. 53,462 43,133 J 595,530 494,886 
interest due'and:accrucdie=) ea. eee 10,198 14,623 Amount on deposit from Canada (Note 5) ath 23,000 | 
ey Fay aoe Notestheld by Canadat..2.00..80..25. 51,000 
L Ret eateg re (Note 4) ee an pene Notes payable, other than to Canada (Note 6) 1,399,531 1,132,719 
PSS. ACCUMUIE rovision r losses oe “ Lids 
ess: accumulated provision for losses e 3.018.061 1.678.604 | 
2,119,807 1,854,075 | 
Long-term investment (Note 5)...........::::ccccseeeee z 56,000 28,000 CAPITAL . 
Fixed assets, less accumulated depreciation. one 1,670 2,007 Capital paid in by Canada (Note 7)... 512,600 484.600 | 
Wnamontizedidebttssue expenses... antes ee ree 9,861 10,392 IDYSRR ono he (236,553) (242,980) 
OMMOROSSELS 3a Se eet es a ee ee Nake Fis) 7,814 276,047 241,620 
2,294,108 1,920,224 2,294,108 1,920,224 


Approved by the Board: 
H. BLOOMFIELD 


Director 


GUY A. LAVIGUEUR 
Director 
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FEDERAL BUSINESS DEVELOPMENT BANK—Continued 


FINANCIAL SERVICES 


STATEMENT OF OPERATIONS 
_ FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 


1988 1987 
_ Interest and Investment Income 
Woanste. Aothtor, Herren en a Tasman sol. ba: 260,214 230,806 
Mentureicapitaliinvestments= ries. taneiaeceree otis.) 6,634 8,072 
266,848 238,878 
_ Interest Expense 
one-term Olcs meastereis sr eece tne tee ec tere 121,945 111,628 
Short-term notestwe.. eee ae er en ene re 44,643 36,534 
166,588 148,162 
| Net interest and investment inCOME ............cccccccccccceecceseseseses 100,260 90,716 
Provision for losses on loans, guarantees and venture capi- 
CalbInVestingen tsmerimers erect. ce. etre een tat hee 34,779 29,671 
Net interest and investment income after provision for 
TOSS CS avenue he et ee iret ere er oa ce ochln 65,481 61,045 
_ Non-Interest Expenses 
Salaniesrandistatmbenetitsmeeess see eee ean ete ee 36,852 34,123 
Premises and equipment, including depreciation .............. 8,763 7,335 
Othemexpensese eereerece ee Meer eR 13,439 12,859 
59,054 54,317 
BIN CL INCOMENCIN OL epi) ieee aceecsec cae sec setsiedonvdh desk arenes ehcbecaes 6,427 6,728 
| Net income attributable to Loans Division..............0.0ccc0000.. 2,882 1,379 
Bventure GapitalsDivisionsaesee en tee ee eee) een 3,545 5,349 
MANAGEMENT SERVICES 
STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 
1988 1987 
Belaniesvand stati: DEnetltS es sass asc kc exec ee hace 19,581 18,724 
Berciniscsiand equipmicnt arecce ener ae at eee re 4,112 3,664 
BOUNeL CXDCNSCS: en ern ee ce ree eee, EOE FETE RS EC 10,995 11,303 
Metal EXpenditUres oc pcece sceneries cue: abd apres ae 34,688 33,691 
Less: revenue from CASE counselling, training seminar 
registration and other activities ..0...0.0.0..0.ccccecceeeee 7,923 6,840 
Amount recovered from the Department of Regional Indus- 
trial Expansion Vote 50 (Vote 50 in 1987) wo..coccceceeee 26,765 26,851 
Net expenditures were incurred as follows: 
me Management Counselling.)...2.1..0e.velel.ciactiaen te. D353 e935 3,7 
Management Training ... A195, t92223 
Information Services 12,457 12,091 
26,765 26,851 
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STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 
1988 1987 
Defictiabeemnm ero cal ets tee te aan eee (242,980) (249,708) 
Netincomesesn eer icecs ete toate ee eee 6,427 6,728 
Delicittend’oMycareee nee eee et er ee eee (236,553) (242,980) 
STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 
1988 1987 
Operations 
INCEINCOME cere rere coe ete Scene ete nett 6,427 6,728 
Items not requiring an outlay of cash 
ProvisionslOmlossesyeeases ree roe ane eee 34,779 29,671 
Depreciationncwans 26 eens eee cert 1,012 860 
Amortization of debt issue expenses..............c:cccc0. 3,191 2,603 
Net changes in accrued interest ....0.0.0...ccccecccseeeceee 11,422 13,464 
Other een Gaerne mee Oar te WAL arbre nn 5,588 3,762 
62,419 57,088 
Disbursements to borrowers and investees.................. (716,648) (701,667) 
Purchase of long-term investment ..............ccccccccccccsee. (28,000) (28,000) 
Repayments by borrowers and investees..................... 408,308 369,492 
Gashiusediinroperationspme taser. eet eee (273,921) (303,087) 
Treasury 
Issuciofilong-terminotesesses ae tee eee 539,413 460,000 
Repayment of long-term notes ............c.:ccccccceceeeseseeeeees (323,600) (238,653) 
Net increase in short-term notes ............ccccccccccscsscseeeees 86,179 64,867 
Capitalipaidiintbyi@anad aesressanrire es ee 28,000 28,000 
Depositsiroml Ganadavae t+ ae uae en eee 23,000 
Debtiissuciex penseseae ee a ee (2,660) (4,494) 
350,332 309,720 
Increase in cash and Treasury bills, net of cheques out- 
StANCIN DS sheer ab SS eR eRe ee le teh mh UR PRN te aelde 76,411 6,633 
Cash and Treasury bills, net of cheques outstanding 
Beginning of: yearn. seen re te cree 11,181 4,548 
Endtofiveatan scones ce cener neat nei ten ee ae 87,592 11,181 
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FEDERAL BUSINESS DEVELOPMENT BANK—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 


1. Objectives and operations of the Corporation Translation of foreign currencies 


Federal Business Development Bank is a Crown corporation 
wholly-owned by the Government of Canada, which was estab- 
lished December 20, 1974, by the Federal Business Development 
Bank Act, as the successor to the Industrial Development Bank 
which commenced operations in 1944. 

The objectives of the Bank, as stated in the Act, are to promote 
and assist in the establishment of business enterprises in Canada 
by providing financial assistance, management counselling, man- 
agement training, information and advice; giving particular con- 
sideration to the needs of small business enterprises. 

The Bank’s lending and venture capital operations are carried 
out by Financial Services. Management Services includes counsel- 
ling, training and information services. A statement of operations 
is shown for Management Services since it is funded separately by 
Parliamentary appropriation. 

Federal Business Development Bank is for all purposes of its 
Act an agent of the Government of Canada, and as such all 
liabilities of the Corporation are direct obligations of the Govern- 
ment of Canada. 

The Bank is exempt from income taxes. 


. Significant accounting policies 
Loans and venture capital investments 


Loans and venture capital investments are recorded at principal 
amounts. 


Provision for losses on loans, guarantees and venture capital 
investments 


Provisions are established for specifically identified probable 
losses on loans, guarantees and venture capital investments, as 
well as for anticipated but unidentified losses. The specific provi- 
sion is established on an account by account basis whereas the 
general provision is based on historical experience and is intended 
to cover losses on loans, guarantees and venture capital invest- 
ments which have not yet been specifically identified. 


Revenue recognition 


Interest on loans is recorded as income on an accrual basis 
except that interest is not accrued on loans where management 
believes that the interest will not be recovered. Dividends, interest 
and capital gains on venture capital investments are recorded as 
income when received. 


Fixed assets and depreciation 


Fixed assets are recorded at cost. 

Depreciation is charged against income using the straight-line 
or diminishing balance methods in amounts sufficient to amortize 
the cost of fixed assets over their estimated useful lives. With 
respect to the Management Services function of the Bank, all 
capital expenditures are recovered from the Department of 
Regional Industrial Expansion and hence are not capitalized. 

Debt issue expenses 

Discounts, premiums and expenses related to the issue of the 

long term debt are amortized on a straight-line basis over the 


term of the obligations to which they pertain and charged to inter- 
est expense. 


Notes payable in foreign currencies are hedged by forward 
exchange contracts and are translated into Canadian dollars at 
the rates provided therein. The difference between the ultimate 
amount payable at the contracted rate and the cash proceeds of 
the issue is considered to be a financing cost and is therefore 
amortized by a charge to interest expense over the life of the obli- 
gation on a straight-line basis. The unamortized portion of these | 
costs is included with unamortized debt issue expenses in the bal- 
ance sheet. The related interest payable on these note issues is also 
hedged by forward exchange contracts and is translated into 
Canadian dollars at such contract rates. 


. Venture capital investments 


1988 1987 
(in thousands 
of dollars) 
Shares 2a kes. eeeends yecenees tte re eee at aes 35,715 24,960 
ShareholdemadvanGeSrts c-ecc eee eer eee TSO Smo 
Participating debentures... ce A er Bh ad at ee ees 14,764 14,476 
Gonvertible debentureSess. 3 Sah hie ch theme 154 Sea 
53,462 43,133 
. Accumulated provision for losses 
1988 1987 
(in thousands 
of dollars) 
Accumulated provision, beginning of year .........00 125,565 141,831 
Amounts written off during the year... (25,878) (48,961) 
Recovery of amounts previously written off 0.0... 3,404 3,024 
103,091 95,894 
Additional provision required for the year ............0 34,779 = 29,671 
Accumulated provision, end of year .............cee 137,870 125,565 


. Long-term investment 


Pursuant to a directive dated October 16, 1986, given by the 
Government of Canada to the Federal Business Development 
Bank under section 99 of the Financial Administration Act, the 
Bank was directed to purchase from Cominco Ltd. 790,000 series 
“E” preferred shares for an amount of $79 million in three tran- 
ches. The first and second tranches totalling 560,000 preferred 
shares for $56 million were made in fiscals 1987 and 1988 and 
were funded by capital paid into the Bank by the Government of 
Canada. The final tranche of $23 million, funded by a deposit 
from the Government of Canada in fiscal 1988, was made on 
April 5, 1988. 


Cominco Ltd. is a Canadian mining producer of zinc and lead. 
This investment forms part of a $260 million programme of mod- 
ernization relating to lead smelting operations in Trail, B.C. 
A twenty-year agreement between the Government of Canada 
and Cominco Ltd. provides for a sharing in the risks of the 
project. The redemption of the Bank’s investment and payment of 
dividends thereon are tied to the success of the project as deter- 
mined by a profitability index which is related to the performance 
of lead and silver prices over the life of the agreement. 


This investment is carried at cost and any dividends will be 
recorded when received. 
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FEDERAL BUSINESS DEVELOPMENT BANK—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


6. Notes payable, other than to Canada 9. Lease commitments 
Maturities by fiscal year were as follows: Future minimum lease commitments under operating leases 
Rate % 1989 1990 199] 1992 1993 1994-97 Total related to the rental of Bank premises are as follows: 

(in thousands of dollars) (in thousands 
ee eal 50,000 50,000 of dollars)... 
8%4-9% ...... 110,000 245,013 103,968 205,000 149,975 125,000 938,956 
10%-11..... 53,000 69,875 78,000 53,000 3,000 6,000 262,875 Lee Rerecces Sees sophie Ween aah ae ene ot Mae AGE IER ny 5,645 
257), See 42,000 42,000 LeU ae ok ae oa eer NT IRE Mt PE eae ie OAR A ee 5,054 
Ae. Ae 105,700 105,700 eed Bee deer ten retinas ere ee ect ROR ae uate raNe he 4,441 

268,700 364,888 223,968 258,000 152,975 131,000 1,399,531 OS Derren a re Petite katt) Rs aN ey oe MES PaO Pe 4,134 
SS ows a——s——sSs—————————= 19D Screen te eee et oy SVR ER ee Med Oe Ne Real er 3,559 
Tihereaftensse, 2S sr pete eee oe 1 mee eee Vee Me ol aa NG 12,978 
The above includes notes payable of United States $100 mil- auaSSlLe 
lion, Yen 19.2 billion, Australian $50 million and New Zealand ——— 
$50 million. 10. Pension plan 
7. Capital paid in by Canada The Bank maintains a defined benefit pension plan for eligible 
1988 1987 employees. In fiscal 1988, the Bank adopted prospectively the 
(in thousands Canadian Institute of Chartered Accountants’ new recommenda- 
of dollars) tions on accounting for pension costs and obligations. The effect 
Gapitalbeginningiotivearem ee eee eee 484,600 456,600 of this change was to increase expenses by $679,000. 
GAIN TET LT acedenet Sree Galena pen EHO, ch CeO 28,000 28,000 Based on the latest actuarial report prepared as of December 
Capital Wend: Oley calperees ener ea en Ne nes 512,600 484,600 31, 1987, the present value of the accrued pension benefits 
ans OTT aS amounted to $145.5 million and the market related value of the 
net assets was $154.7 million. 
8. Contingent liabilities and commitments eye ; 
The Bank is contingently liable as guarantor of loans aggregat- I]. Statutory limitations on operations 
ing $1.1 million. The Minister of Finance may, with the approval of the Gover- 
The undisbursed amount as at March 31, 1988, on loans and nor in Council, authorize capital payments to the Bank not in 
_ venture capital investments authorized aggregated $174 million excess of an aggregate amount determined by the application of 
(1987—$212.1 million). Section 28 of the Federal Business Development Bank Act. Under 
current ministerial interpretation of the provisions of this Section, 
| the Bank is presently authorized to receive capital payments to 
the extent that total capital paid in by Canada does not exceed 
| $554 million. The total of direct and contingent liabilities of the 
Bank is limited to a maximum of 12 times the amounts of its capi- 
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tal and deficit (or up to 15 times with the approval of the Gover- 
nor in Council) and may not exceed $3.2 billion. 


| 12. Financial services 
The statement of operations for Financial Services is comprised 
of the results of the Loans Division and the Venture Capital Divi- 
sion which are segregated below. Within the capital of the Bank 
as at March 31, 1987 and 1988, was an amount of $35.6 million 
provided by the Government of Canada to fund the venture capi- 
tal investment portfolio. 
1988 1987 
Venture Venture 
Loans capital Total Loans capital Total 
(in thousands of dollars) 
Interest and investment inCOME .........-.cccccccecccccscsescscecsesesecececesesees 260,214 6,634 266,848 230,806 8,072 238,878 
Interestiexpensemnn nt nein. een ete eee ee She 166,588 166,588 148,162 148,162 
Net interest and investment inCOME .........eccccccccecccececeseececececeeeseeees 93,626 6,634 100,260 82,644 8,072 90,716 
EROVISION {OL lOSSeSwe ee ck ea a ene ee 34,306 473 34,779 29,608 63 29,671 
Net interest and investment income after provision for losses .... 59,320 6,161 65,481 53,036 8,009 61,045 
INOn-interest expensesi 6...0..-2 ee ee 56,438 2,616 59,054 $1,657 2,660 $4,317 
IN CLINCOMC irr re eRae Men eee eS ee hie eee | 2,882 3,545 6,427 1,379 5,349 6,728 
OOONReeee—SSae—awa—@oa9yow#SEET_0oOoTwlwyqe*e®*~=«qonooooooonnn 
a ee es eb ee a 
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SUMMARY PAGE 


FRESHWATER FISH MARKETING CORPORATION 


MANDATE 


To regulate inter-provincial and export trade in freshwater fish. 


BACKGROUND 


The corporation’s Act gives it a monopoly over inter-provincial and export trade in freshwater fish originating in the 
Northwest Territories, the three prairie provinces and parts of northern Ontario. The objectives of the corporation are 


(a) to market fish in an orderl 


y manner; (b) to increase returns to fishermen; and (c) to promote international 


markets for, and increase inter-provincial and export trade in, fish. The Act also requires the corporation to conduct 
its operations on a self-sustaining financial basis without appropriations. 


CORPORATION DATA 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 
DEPARTMENT 


YEAR AND MEANS OF 
INCORPORATION 


CHIEF EXECUTIVE 
OFFICER 


CHAIRMAN 


AUDITOR 


1199 Plessis Road 
Winnipeg, Manitoba 
R2C 3L4 


— Schedule III, Part I 
— an agent of Her Majesty 


The Honourable Thomas E. Siddon, P.C., M.P. 
Fisheries and Oceans 


1969; by the Freshwater Fish Marketing Act (R.S.C. 1985, c. F-13). 


Tom Dunn 


John McFarlane 


The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends April 30. 


At the end of the period 


Total Assetsiiaaaystes.cee eh See enti 

Obligations to the private sector 

Obligations to Canada... 7a... 

Bauteyiot Cana tee a ieatecaaae 
Cash from Canada in the period 

ot DUGDCLALY yoo itn ee roners 

—— NON-DUG SEALY ......0scsnccessoecooseesves 


1987-88 1986-87 1985-86 1984-85, 


rived Soak ora MUA, ccna’ 23.6 18.9 25.5 25.0 @ 
ae SS SRR COPY TRAE "7 2 3,2 2.4 1.9 19 @ 
oh RG ct RRR 2.0 0.9 14.7 13.6 
i A OE ee nil nil nil nil — 
BPE ie er ere nil nil nil nil 
Pare eee a eee (13.8) Zed a 
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FRESHWATER FISH MARKETING CORPORATION 
AUDITOR’S REPORT 


TO THE MINISTER OF FISHERIES AND OCEANS 


I have examined the balance sheet of the Freshwater Fish Market- 
ing Corporation as at April 30, 1988 and the statements of income and 
retained earnings and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at April 30, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Freshwa- 
ter Fish Marketing Act and by-laws of the Corporation. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
July 25, 1988 


BALANCE SHEET AS AT APRIL 30, 1988 


EEE: 


ASSETS 1988 1987 LIABILITIES 1988 1987 
$ $ $ $ 
Current Current 
Accounts receivable Bankindebtedness se eee ee 529,447 159,189 
ACs eee A teh BPs Ne 5,868,334 4,818,391 Accounts'paya bleme.sc sete eee 2,646,945 2,002,912 
Contributions (Note 3) ...0........... ee ease 30,000 72319 Accrued interest payable.......c.cccccsenccssencsessesessee 20,838 1,992 
Oilehanertirs tse: Min toe eerie mcm ee 731,832 911,265 Loans from Canada (Note 5)..0....0....ccccccccccesseeeees 2,000,000 900,000 
Inventory Provision for final payments to fishermen............ 15,760,422 13,659,913 
HaimshediishiproductSs sees. eee ete er 8,938,292 5,441,418 20,957,652 16,724,006 
Packaging material and parts ...0...0..0.0.0cccc000- 1,188,414 996,559 PSS SSS 
ECPaiCtCXPCNSCS wee me ee Leh nt eee 67,740 50,313 EQUITY 
16,824,612 12,297,265 Retsincdicdrningsme wpe ee cece eee 2,652,436 2,225,936 
Property, plant and equipment (Note 4) .....0..0.0..... 6,785,476 6,652,677 
23,610,088 18,949,942 23,610,088 18,949,942 


Approved by the Board: 


R. E. ENGLAND 
Director 


D.M. GAUVIN 


Director 
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FRESHWATER FISH MARKETING CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
APRIL 30, 1988 


STATEMENT OF INCOME AND RETAINED EARNINGS 
FOR THE YEAR ENDED APRIL 30, 1988 


1988 1987 
$ $ 
Sales 
IB LOY ASL U hepa ag se onsorte Oro pean ear Ree nAncaeae a aneenerr costos T253,139 TS D999 
EX ported ogg a, sees ee ore Beeeetarscre ean. gi na ce 50,851,717 51,071,240 
58,104,856 58,647,239 
Expenses 
GOSUROLRAICS ie etn tee cee array ee aces ee eee 38,551,009 41,204,509 
Tritenesti (IN OCCiO)) ences eee tee eee eeentere eee 325,326 826,142 
Salaries and employee benefits ...0.0.0.. cee 996,199 933,920 
Depreciation and amortization oo... ee 1,160,502 938,705 
BadidebtSiec settee te ete cee then eee ed 118,534 59,858 
Ot Wei poe beeen es ee ee. ree eee cs 766,364 659,871 


41,917,934 44,623,005 


————— 


Income before provision for final payments to fish- 


CT ITICT eee eee ee oe eee saree eras 16,186,922 14,024,234 
Provision for final payments to fishermen..............-. 15,760,422 13,659,913 
Nethincome forthesyCat cece ee nese ee 426,500 364,321 
Retained carnings at beginning of the year ............. 2,225,936 1,861,615 
Retained earnings at end of the year... 2,652,436 2,225,936 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED APRIL 30, 1988 


1988 1987 
$ $ 
Cash provided by (used for) 
Operating activities 
Income before provision for final payments to 
fishermen. eee care eee earns 16,186,922 14,024,234 
Add (deduct): 
Items not affecting working capital 
Depreciation and amortization.................. 1,160,502 938,705 
Gain on sale of fixed assets .............::0000 (48,302) 
Net changes in non-cash working capital 
balances relating to operations .............. (3,959,470) 4,516,267 
Cash provided by operations...............:.0+ 13,339,652 19,479,206 
Investing activities 
Additions to property, plant and equipment..... (1,379,831) (1,174,146) 


Proceeds on sale of property, plant and equip- 
PINOT eee reas cto e aan niiaes: 160,125 70,339 


Cash applied to investing activities ............... (1,219,706) (1,103,807) 
Financing Activities 
Repayment of capital loans.............:1sceee (2,652,589) 
Contributions for plant and equipment............. 78,834 109,106 
Cash provided by (applied to) financing 
ACTIVILIOS <8 ee cces es sete Pee cosacenee eae stan ese 78,834 (2,543,483) 
Final payments to fishermen..............:::eee (13,669,038) (6,294,115) 
Increase (decrease) in cash during the year......... (1,470,258) 9,537,801 
Cash and cash equivalents beginning of year....... (1,059,189) (10,596,990) 
Cash and cash equivalents end of year.................- (2,529,447) (1,059,189) 
Cash and cash equivalents are composed of 
Bank indebtedmess c.ccsiccscecsccpcecs cecevececenesccteonrs= (529,447) (159,189) 
Working capital loans from Canada...............-. (2,000,000) (900,000) 
(2,529,447) (1,059,189) 


2. Significant accounting policies 
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1. Objectives and operations 


The Corporation was established by the Freshwater Fish Mar- 
keting Act in 1969, as a corporation without share capital, for the 
purpose of marketing and trading in fish, fish products and fish 
by-products in and out of Canada. The Corporation is an agent 
Crown corporation named in Schedule C, Part | of the Financial 
Administration Act and is required to conduct its operations on a 
self-sustaining basis. Total loans outstanding from Canada and 
from banks may not exceed $30 million. 

The Corporation has the exclusive right to market the products 
of the commercial fishery in the provinces participating in the 
program in inter-provincial and export trade. Participation of the 
provinces of Manitoba, Saskatchewan, Alberta and Ontario and 
the Northwest Territories was established by agreement with the 
Government of Canada. 


Inventories 


Finished fish products are valued at the lower of cost and net | 
realizable value. Packaging material and parts are valued at the | 
lower of cost and replacement cost. 


Depreciation and amortization 


Depreciation is based on the estimated useful lives of the assets | 
using the following methods and annual rates: 


Buildings —Lake stations Straight-line 10% 
—Plants Straight-line 2%% 
Equipment —Machinery 
and office : 
equipment Declining balance 10-25% | 
—Automotive Declining balance 30% | 
Fresh fish delivery tubs Straight-line 10% | 


Vessels Straight-line 6 4% | 


Leasehold improvements are amortized on a straight-line basis | 
over the term of the lease. Lease terms vary in length up to 20 
years. 


Payments to fishermen 


The Corporation purchases fish at initial prices established by | 
the Board of Directors and the cost of such purchases is included 
in the cost of sales. A guide used in the determination of the ini- | 
tial price is 80% of the projected total payments to fishermen (ini- | 
tial plus final), based upon forecasts prepared by the Corporation. | 
Final payments, if any, to fishermen are determined by the Board | 
after the end of the year, based on the results of operations for the 
year. The final payments are made in respect of products pur- | 
chased during the year and therefore are charged to operations of | 
the current year. 


Foreign currency translation 


Accounts receivable and payable denominated in foreign cur- | 
rency are translated into Canadian dollars at the year-end} 
exchange rate. Transactions in foreign currency during the year} 
are translated at the rate in effect at the time of the transaction.) 
Foreign exchange gains and losses are included in interest] 
expense. 


Contributions 
Contributions received in respect of property, plant and equip- 
ment are credited to the cost of the assets; those received in 


respect of job creation programs are credited against salaries and 
wages expense. 
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FRESHWATER FISH MARKETING CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
APRIL 30, 1988—Concluded 


3. Contributions receivable 


1988 1987 
$ $ 
Government of the Northwest Territories Agricultural 
and Regional Development Act ..............::cceceees 30,000 
Government of Canada 
Department of Regional Industrial Expansion............. 78,834 
NationaliResearchiGouncilar. ngewe en, 485 


30,000 79,319 


Total contributions from the Government of Canada and the 
Government of the Northwest Territories towards the cost of 
property, plant and equipment, and job creation programs during 
the year were $47,793 (1987—$256,775). 


4. Property, plant and equipment 


1988 1987 
Accu- 
mulated 
depre- 
ciation and 
amorti- 
Cost zation Net Net 
$ $ $ $ 
ander rene ene eae, 263,065 263,065 214,428 
BuildingSieee. see eee 5,586,495 2,418,564 3,167,931 3,171,763 
EQUIpMmcnt erst se eee 7,745,333 4,993,072 2,752,261 2,196,227 
Fresh fish delivery tubs...... 1,819,178 1,318,495 500,683 651,534 
VCSSC1S aah arp ecteme ace 59,698 3,446 56,252 80,652 
Leaschold improvements ... 420,904 375,620 45,284 56,529 
Construction in progress ... 281,544 


15,894,673 9,109,197 6,785,476 6,652,677 


5. Loans from Canada 


These loans are secured by promissory notes and are made 
under Section 17 of the Act. At the end of the year, the outstand- 
ing amounts were as follows: 


1988 1987 
Interest Interest 
rate Amount rate Amount 
% $ % $ 


Working capital loans 
(payable on demand) ..... 8.474 2,000,000 7.02 400,000 
8.134 500,000 


2,000,000 900,000 
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6. Interest expense 
1988 1987 
$ $ 
Interest on loans from Canada 
WORKIN gS Capita liam seat ceenee ren cane eee rere 226,418 725,192 
Capital SIRE ase feeeee te ere AS 29.488 
226,418 754,680 
ossesion Orciemiexchan eee een ieee 234,868 187,949 
INerestiincome (net) eee eee eee eee eee (135,960) (116,487) 


325,326 826,142 


. Income taxes 


The Corporation is eligible to deduct for tax purposes a portion 
of its eligible capital cost allowance, and accordingly has no tax- 
able income for the year. At April 30, 1988, the excess of unde- 
preciated capital cost over net book value of property, plant and 
equipment amounted to $3,227,433 (1987—$3,648,521) which 
can be used to reduce future years’ taxable income. 


. Remuneration to foreign agents 


During the year, the Corporation paid an aggregate amount of 
$966,708 (1987—$1,147,614) to the following foreign sales 
agents: Frohman International, Juhl Brokerage Incorporation, 
Bill Bush & Associates, R.M. Sloan Co., Mile Hi Country Sales 
Co., Sahakian, Salm & Gordon, Benolken Brokerage Company, 
International Pacific Seafoods, Inc.—U.S.; I. LeGrand H. Malo 
et Cie—France; Lejos Oy—Finland; AB.P. Jorgensen—Sweden; 
Rud Kanzow Gmbh & Co.—Germany. 
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GREAT LAKES PILOTAGE AUTHORITY, LTD. 


MANDATE 


To establish, operate, maintain and administer in the interests of safety, an efficient pilotage service in designated 
Canadian waters in the Great Lakes area and in and around Ontario, and in designated waters in Manitoba, and in 
the St. Lawrence River, south of the St. Lambert Lock in Quebec. 


BACKGROUND 


Established in 1972, the Authority provides pilotage services and has the power to make regulations, subject to the 
approval of the Governor in Council, which establish compulsory pilotage areas; prescribe the ships/classes of ships 
that are subject to compulsory pilotage, the circumstances under which compulsory pilotage may be waived and 
pilotage tariffs; and which cover the licensing of pilots and issuance of pilotage certificates. Tariffs must be fair and 
reasonable and sufficient to permit the Authority to operate on a self-sustaining financial basis. 


CORPORATION DATA 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 
DEPARTMENT 

YEAR AND MEANS OF 
INCORPORATION 
CHAIRMAN AND CHIEF 
EXECUTIVE OFFICER 


AUDITOR 


132 Second Street East 
P.O. Box 95 

Cornwall, Ontario 
K6H 5R9 


— Schedule III, Part I 
— not an agent of Her Majesty 


The Honourable Benoit Bouchard, P.C., M.P. 

Transport 

1972; pursuant to the Pilotage Act (R.S.C. 1985, c. P-14), incorpo- 
rated under the Canada Corporations Act in May 1972 asa 


subsidiary of The St. Lawrence Seaway Authority. 


Richard G. Armstrong 


The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


At the end of the year 


BGA) SSCUS. 2g ee eee et sere ue 

Obligations to the private sector 

Oblizationsto Canadas 

Bouity-of Canadair wte eee ck, 
Cash from Canada for the year 

pa BO OCIATY thn ides a4 sitar eens 

= NON-DUARELALY ccc os eiseid cl ccsnansuons 


1987 1986 1985 1984 

Ps eh SOR La oh he RR TD 4.6 502 20 4.3 
Erne se eer er oN sh nil nil nil nil 
es teicher meter tienen RT TE nil nil nil nil 

Ss Coded eee ce aoe (2.0) (1.0) (32) (22) 

Nh Nfs tk a ee cS a 1.0 nil 3.4 0.3 

1 NED sich be a. EAE cone Se nil nil nil nil 
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GREAT LAKES PILOTAGE AUTHORITY, LTD. 
AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of Great Lakes Pilotage Author- 
ity, Ltd. as at December 31, 1987 and the statements of operations, 
deficit and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Authority as at December 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Pilotage Act 
and regulations, and the by-laws of the Authority. 


Raymond Dubois, F.C.A. 

Deputy Auditor General 

for the Auditor General of Canada 
Ottawa, Canada 
January 27, 1988 


BALANCE SHEET AS AT DECEMBER 31, 1987 


4,602,392 5,131,820 
Fixed, at cost 


Buildings snes .. Mane BE CAI ed 63,642 63,642 
Furniture and equipment................0.00 eri eka oe 100,427 94,418 

164,069 158,060 
Less: accumulated depreciation ...............c:ceeeee IBZ iad 122,462 


31,312 35,598 


4,633,704 5,167,418 
Approved by the Board: 


RICHARD ARMSTRONG 
Director 


GUY ST. MARSEILLE 
Director 


| ASSETS 1987 1986 
$ $ 
Current 
Cash-and'short=termideposits::40:0c+ eo: ees 2,984,235 3,195,752 
ACCOUTES FECEIVADICa ee.at of vue LE Ee 1,618,157 1,936,068 


LIABILITIES 


Current 
Accounts payable and accrued liabilities ............. 
Accrued life insurance experience loss (Note 3) . 
Accrued retirement incentives (Note 4)............... 
Accrued employee termination benefits ............... 


Long-term 
Accrued employee termination benefits............... 


SHAREHOLDER’S DEFICIENCY 


Capital stock 

Authorized—Unlimited 

Issued and fully paid—15 shares ...............0.c00 
Gontributedicapitallem-sente een eee 
Deficits se eee eerste ce ae ee ce tion ee ry 


1987 


2,627,230 
250,000 
227,500 
634,605 


35/39°335 


2,879,389 
6,618,724 


1,500 
82,074 
(2,068,594) 


(1,985,020) 
4,633,704 


22 


1986 


2,710,085 


35,477 
2,745,562 


3,462,137 
6,207,699 


1,500 

82,074 
(1,123,855) 
(1,040,281) 

5,167,418 
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GREAT LAKES PILOTAGE AUTHORITY, LTD.—Continued 


STATEMENT OF OPERATIONS STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1987 FOR THE YEAR ENDED DECEMBER 31, 1987 
1987 1986 1987 1986 
$ $ $ $ 
Revenues Financing activities 
Pilotage Charges rates: ctceetetecceren sere soreness 9,507,841 11,082,134 Parliamentary appropriation................csee 3,360,500 
Despatching and pilot boat income................0. 176,352 198,350 
Interest and other income...............0:::cceeeeeees 166,210 103,522 Operating activities 
9,850,403 11,384,006 Cash provided from (used in) operations 
Expenses Profit (loss) for the year 0.0... (944,739) 773,778 
Pilots’ salaries and benefits ..............0:::ce0eceeee 7,627,641 7,955,568 Items not requiring cash 
Staff salaries and benefits ..........0..:::0:csceeees 1,035,697 1,008,555 Employee termination benefits .................... 215,172 310,089 
Transportation and travel .............cc0sceccceseeceeees 707,070 724,116 Depreciation... secs eeesseecnnnsccseees 10,295 9,687 
Pilot toa tsye etree eee essere os steer ceaeeeee 485,681 494,474 (719,272) 1,093,554 
Life insurance experience loss (gain) (Note 3)... 275,836 (90,344) Increase in accrued life insurance experience 
Retirement incentives (Note 4) ..............ceees 227,500 VOSS oo. es. sah ecscos sed casa sea claus Redes SPs ese oe Se 250,000 
Employee termination benefits ................ee Zs elii2 310,089 Increase in retirement incentives payable............ 227,500 
Gommunicationsy ceese emetic ccc oritsteesseeeaeeess? 49,583 $7,072 Decrease in accounts payable and accrued 
Professional and special services ...............0:000 44,241 33,363 liabilities:23. 2.45 es es eer (82,855) (519,759) 
Rentals ssc e cook aah ceed rater ser ai ce cusses 41,749 40,166 Decrease (increase) in accounts receivable.......... 317,911 (284,363) 
Purchased despatching services ................-.000005 36,983 41,385 Decrease in accrued employee termination ben- 
Utilities, materials and supplies .....................05 28,156 26,043 OLits yeh 5 ek teeta Mchinds. teehrent cases (198,792) (755,477) 
Depreciation cerns rere rece emcne 10,295 9,687 (205,508) (466,045) 
Repairs and maintenance ..............:cceceeeeeeeees 9,538 16,277 a are 
Bad debt recoveries mse erent eee ere ts (16,223) I : ace 
a nvesting activities 
10,795,142 __ 10,610,228 Additions to fixed assets ........cccscscseessseneseeee (6,009) (21,017) 
Increase (decrease) in Cash. ............-.csesccccneecesrecneenees (211,517) 2,873,438 
Profit (loss) for the year wnvwwucwcwwrwnnnnnen (944,739) 773,778 Cash and short-term deposits, beginning of the 
RU. panera tac eta det ect os Acer Aegan rr cea boo. Ca ect tr 3,195,752 322,314 
Cash and short-term deposits, end of the year......... 2,984,235 3,195,752 


STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1987 


1987 1986 NOTES TO FINANCIAL STATEMENTS 
$ $ DECEMBER 31, 1987 
Balance, beginning of the year ee ee esse 1,123,855 $,258,133 1. Authority and objectives 
Parliamentary appropriation (Note 5)................... (3,360,500) , , . 
(Profit) loss for the year .........::..:::cccsesssssssssssesennes 944,739 (773,778) The Great Lakes Pilotage Authority was established on Febru- 
Balance, end of the Year s.cccccss.. 21) peel vane 2,068,594 1,123,855 ary 1, 1972 pursuant to the Pilotage Act, incorporated as a lim- 


ited company on May 17, 1972, and is continued under the 
Canada Business Corporations Act. Pursuant to the Financial 
Administration Act, the Authority is deemed to be a parent 
Crown corporation listed in Schedule C Part I thereto. The 
majority of shares issued by the Authority are held by The St. 
Lawrence Seaway Authority, also a parent Crown corporation. 
The balance is held by the Authority’s Chairman and six Direc- 
tors appointed by the Governor in Council. 

The objectives of the Authority are to establish, operate, main- 
tain and administer a safe and efficient pilotage service within 
designated Canadian waters. The Act provides that the pilotage 
tariffs shall be fair, reasonable and sufficient and together with 
any revenue from other sources, shall permit the Authority to 
operate on a self-sustaining financial basis. 

The Authority is exempt from any income taxes. 


2. Significant accounting policies 
Parliamentary appropriations 


When revenues are not sufficient to permit the Authority to 
operate on a self-sustaining financial basis, cash operating losses 
are recovered from parliamentary appropriations. These appro- 
priations are recorded in the accounts when approved by Parlia- 
ment and are reflected in the statement of deficit. 

Parliamentary appropriations to finance capital expenditures 
are recorded as contributed capital. 
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GREAT LAKES PILOTAGE AUTHORITY, LTD.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Concluded 


Depreciation 


Depreciation of fixed assets is calculated on a straight-line basis 
and is based on the estimated useful lives of the assets as follows: 

Buildings 

Furniture and equipment 


20 years 
5 to 10 years 


Pension plan 


All employees are covered by the Public Service Superannua- 
tion Plan administered by the Government of Canada. Contribu- 
tions to the Plan are required from both the employee and the 
Authority. Contributions with respect to current service are ex- 
pensed in the current period. Contributions with respect to past 
service benefits are expensed when paid, generally over the 
remaining years of service of the employees. 


Employee termination benefits 


Employees are entitled to specified benefits on termination as 
provided for under labour contracts and conditions of employ- 
ment. The liability for these benefits is recorded in the accounts as 
the benefits accrue to the employees. The current liability reflects 
the accrued termination benefits of only those employees who 
have indicated their intention to terminate their employment 
within the coming year. 


Employee life insurance plan 


The Authority provides an annual life insurance plan for its 
employees on a self-insurance basis. Surpluses, premiums and 
deficits from the plan are included in revenues and/or expenses in 
the year in which they apply. 


. Life insurance experience loss (gain) 


During 1987, the Authority experienced an unusual number of 
claims against the employee life insurance plan which resulted in 
an expense of $275,836, of which $250,000 is payable subsequent 
to the year end. 


. Retirement incentives 


The Authority instituted a one-time retirement incentive plan 
for a number of its employees during the current year. Twelve 
employees decided to take the option of early retirement and left 
employment at December 31, 1987. The total cost of this plan was 
$227,500. 


. Parliamentary appropriation 


The parliamentary appropriation of 1986 — $3,360,500 ref- 
lected in the statement of deficit appeared in Supplementary Esti- 
mates ““C” and represents funding of the 1985 cash operating loss. 
The Authority is seeking a further parliamentary appropriation to 
fund the 1987 cash operating loss and the 1988 estimated cash 
operating loss. 


. Pension plan 


Under provisions of the Pilotage Act, pilots who choose to 
become employees of the Authority are entitled to count service 
prior to becoming an employee as pensionable under the Public 
Service Superannuation Act. For pilots who have elected to pur- 
chase pension benefits with respect to past service, the Authority 
is required to match the employee contribution. The estimated 
unfunded past service pension contribution with respect to these 
employees was approximately $208,400 as of December 31, 1987 
(1986 — $293,000) and will be funded over the remaining years 
of service of the pilots, or the terms of purchase, whichever is the 
lesser. 


In 1987, the pension expense was $524,148 (1986 — $541,158) 
including $42,679 (1986 — $48,028) for past service contribu- 
tions. 


. Commitments 


The Authority has entered into a long-term lease for the rental 
of office space. The minimum annual rental payments which will 
be paid over the remaining life of the lease are as follows: 


$ 
198 8 eater ce eer ae iar eh cit eae ee er er eee aE cas a ee 35,500 
LOS Sik ies Mareen ee Saeed Reece eae ec eR 2,970 


38,470 


In addition, the Authority has contract commitments for its 
pilot boat services for the next year. The estimated commitment 
with respect to these contracts is approximately $300,000. Ten- 
ders have been requested for the land transportation services for 
the next two years. The estimated commitment is approximately 
$150,000 a year. 
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HALIFAX PORT CORPORATION 


MANDATE 


Administration, management and control of the Halifax harbour and all works and property within the harbour 
previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the National 
Harbours Board. 


BACKGROUND 


The Halifax Port Corporation was established on June |, 1984, pursuant to the national ports policy to create local 
port corporations at the major ports and harbours previously under the centralized administration of the National 
Harbours Board and, since February 1983, the Canada Ports Corporation. Total cargo handled by the port in 1987 
amounted to 15.8 million tonnes. Of this, the corporation’s facilities handled 4.2 million tonnes including 2.8 million 
tonnes of containerized cargo. 


CORPORATION DATA 
HEAD OFFICE P.O. Box 336 
Ocean Terminal 
Halifax, Nova Scotia 
B3J 2P6 
STATUS — Schedule III, Part Il 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS OF 1984; letters patent of incorporation issued by the Minister of 
INCORPORATION Transport pursuant to subsection 25(1) of the Canada Ports 
Corporation Act. 
CHIEF EXECUTIVE David F. Bellefontaine 
OFFICER 
CHAIRMAN Donald A. Parker 
AUDITOR Doane Raymond 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


7 months to 
1987 1986 1985 Dec. 31, 198 
At the end of the year 
PROCESSUS: etree ee eres a ee ee 62.0 60.6 60.2 58.3 
Obligationsito the: private sector)... accuses ea eee eee nil nil nil nil 
Obligations: to:Canada eegy os een a eee aL 30.0 28.2 25.6 
Bauity OL Canada igo gssectie ec) at sosuatteadrn cae ea ee Sey 738 23.9 22,2 
Cash from Canada in the period 
eas DUC CCADV SA. di teva Goria envi chatriniae eo cee et aate ee nil nil (neg]l.) 0.6 
pation -DUCSEL Ary 260565 ee kerr ss ee hd eee Ae ee nil 4.] 2.6 nil 


* In 1987, $25.6 million loan principal outstanding was forgiven by Canada. That amount, with related interest 
forgiven, was added to the corporation’s contributed capital. 
** Takes no account of payments to Canada: in 1987, dividend $0.3 million and, in 1986, special contributions, $1.9 


million. 
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HALIFAX PORT CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE JOHN CROSBIE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of the Halifax Port Corpora- 
tion as at December 31, 1987, and the statements of income and sur- 
plus and changes in financial position for the year then ended. Our 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1987 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with the 
Financial Administration Act and Regulations, the Canada Ports Cor- 
poration Act, and the by-laws of the Corporation. 


Doane Raymond 

Chartered Accountants 
Halifax, Canada 
February 3, 1988 


BALANCE SHEET AS AT DECEMBER 31, 1987 


ASSETS 1987 1986 
$ $ 
Current 

(GE) yest ape nindprene cabaerieipeert el ees? Soe caer ES 227,232 52,148 
Investinents (INOtG)3 ee nice ce nee ee eee 5,620,579 3,999,445 
Accounts recelva view a at. ee ee 2,741,320 2,590,519 
Materialsandisuppliesi-c:.4.4.sr4. een set ae 102,783 92,842 
8,691,914 6,734,954 
Investments: (Notes) bs eeeen nett eer ee ee 33,300 537195 
Pixed((Note:4) een ee ee ree ee $3,243,487 53,839,280 
61,968,701 60,607,429 


On behalf of the Board: 


DONALD A. PARKER 
Chairman 


DAVID F. BELLEFONTAINE 
General Manager and Chief Executive Officer 


LIABILITIES 1987 
$ 
Current 
Accounts payable and accrued liabilities.......... 911,350 
Grants in lieu of municipal taxes..................0.. 201,002 
Deferred! reventesiet.... i. -c en tpee cos ces beni 892,851 
Current portion of long-term debt.............0.0... 303,688 
2,308,891 
Accrued employee benefits ...............:ccccceecteeees 662,746 
oansitromGanadaliiNote sine eee eee 3,820,233 
6,791,870 
EQUITY 
Contributed capital (Note 6) .........0:ceeeeee 53,796,865 
Contribution to Canada (Note 6).............:cce 
Surplus'(deficit)aee nee eee ae 1,379,966 
55,176,831 
61,968,701 
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1986 


837,109 

32,702 
858,106 
276,080 


2,003,997 
682,648 
34,680,853 
37,367,498 


72,136,346 
(1,920,000) 
(46,976,415) 


23,239,931 
60,607,429 
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HALIFAX PORT CORPORATION—Continued 


STATEMENT OF INCOME AND SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1987 


1987 
$ 

Revenuenromoperations sme see aera mere 12,866,025 

Operating and administrative expenses ................ 8,211,102 

Depreciation... ee ecete tn. ee on en tee 2,033,490 

Grants in lieu of municipal taxes..........0...0.00008 907,200 

11,151,792 

Income frommoperations sense eee eae 1,714,233 

Investment income secs eater are ee 418,840 
Intenestrexpenser nti au cate renee (440,000) 

Gain (loss) on disposal of fixed assets................... 3,778 
(17,382) 

Net income before extraordinary item.................. 1,696,851 

Extraordinary item 
Gainionisaleofilande se )e west ae ee 

INGUINCOMECta ss ecbte ethers eeeter cece a 1,696,851 
Deficits beginning of yeate se eee (46,976,415) 

Deficit reduction (Note(6) 32... - sn 46,976,415 

1,696,851 

Dividendito\Canadater eee ee ee 316,885 

Surplus (deficit), end of year... 1,379,966 


1986 
$ 
11,037,012 


6,788,356 
2,002,115 
668,352 


9,458,823 
1,578,189 


361,937 
(476,582) 
(407,262) 


(521,907) 
1,056,282 


249,000 

1,305,282 
(48,281,697) 
(46,976,415) 


(46,976,415) 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1987 


1987 
$ 

Operating activities 

Net income before extraordinary item.............. 1,696,851 

Depreciation: eae eee nor et 2,033,490 

Others ek Pe MUIR rhe on Aiea en een, (24,388) 

Decrease (increase) in operating components 

‘ofiworking/Capitalinetear fee. cee. cnc 116,545 

Cash provided by (applied to) operating activi- 

TES uaeer eet oR re damental eter ide ee 3,822,498 
Financing activities 

Loansfrom: Gana darerriittt ss cicccscatesesvcsessseven (276,079) 

Contributionitoi\Canadar-n. 4a.) ee 

Dividendito Canadapctre reser e en eee (316,885) 
Cash provided by (applied to) financing activi- 

LCS CRN Nek ec Oe ta ee Nan ec UL (592,964) 
Investing activities 

Proceedsifrom:sale Omang cen) ne ens 

PAUGITIONS LOLIXEGIASSCESEE eo eee oe (1,443,777) 

OU Ciigasce tele neradctnich sen Srdeeieaneektncetmnnemenaes 10,461 
Cash applied to investing activities 00.0.0... (1,433,316) 
Increase in cash and short-term investments ....... 1,796,218 
Cash and short-term investments, beginning of 

VCATIR Fe flee) saa Borat tance sy eran Bi eee 4,051,593 


Cash and short-term investments, end of year ... 5,847,811 


1986 


1,056,282 
2,002,115 
437,762 


(3,997,423) 
(501,264) 


4,123,920 
(1,920,000) 


2,203,920 


249,000 

(2,080,510) 
355,179 

(1,476,331) 
226,325 


3,825,268 
4,051,593 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987 


NV, 


In accordance with the Canada Ports Corporation Act, sections 
6.1 and 6.2, a petition for the establishment of a local port corpo- 
ration at the Port of Halifax was approved and the Halifax Port 
Corporation was established effective June 1, 1984. 


In accordance with the Canada Ports Corporation Act, the 
assets, liabilities and equity were transferred at their carrying val- 
ues in the accounts of the Canada Ports Corporation—Port of 
Halifax to the Halifax Port Corporation. 


. Significant accounting policies 


(a) Investments 


The investments, which are direct and guaranteed securities 
of Canada, are shown at amortized cost. Premiums or dis- 
counts are amortized over the periods to maturity. 


(b) Fixed assets 


Fixed assets are recorded at cost except for those transferred 
to the Corporation from Canada which are recorded at 
appraised or fair market value established at the time of 
transfer. Grants towards capital projects received from 
Canada and from third parties are deducted from the cost of 
the related fixed assets. 

Depreciation is calculated on the straight-line basis for the 
full year, commencing with the year the asset becomes opera- 
tional, using rates based on the estimated useful lives of the 
assets. 


(c) Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions for 
pensions are recognized in the accounts on a current basis. 


(d) Insurance 


Canada Ports Corporation assumes substantially all risks 
against fire and general perils, as well as worker compensa- 
tion claims. Any costs arising from these risks are recorded in 
the accounts in the year they can be reasonably estimated. 


(e 


— 


Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based on 
estimated municipal assessments adjusted in accordance with 
the Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Pub- 
lic Works Canada. Any adjustments upon finalization are 
reflected in the accounts in the year of settlement. 


(f 


— 


Employee benefits 


The Corporation accrues in its accounts, annually, the 
estimated liabilities for severance pay, annual leave and over- 
time compensatory leave, which are payable to its employees 
in subsequent years under its collective agreements, or in 
accordance with its policy. 
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HALIFAX PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Concluded 


3. Investments 


1987 1986 
Amortized Face Amortized Face 
cost value cost value 
$ $ $ $ 


ShortsterMaer eee ees 5,620,579 5,706,200 3,999,445 4,045,400 


Amortized Market Amortized Market 


cost value cost value 

Long-term’ steer es 33,300 32,342 33,195 33,242 
4. Fixed assets 
1987 1986 
Accu- 

Depre- mulated Net Net 

ciation depre- book book 

rates Cost ciation value value 

% $ $ $ $ 
bandt.tenccw:. 23,324,988 23,324,988 23,324,979 
Dredging ............ 2.5-6.7 2,596,947 2,227,834 369,113 395,672 

Berthing — struc- 

RULES eee: 2.5-10 32,296,191 17,396,301 14,899,890 15,351,283 
Buildings ............ 2.5-10 17,229,911 11,115,912 6,113,999 6,515,802 
Wtliticspess 3.3-10 4,442,159 1,832,375 2,609,784 2,750,137 
Roads and sur- 

facesiaAens..:-:. 2.5-10 7,426,910 3,689,886 3,737,024 3,230,524 
Machinery and 

equipment ...... 5-100 9,276,740 7,556,896 1,719,844 1,840,976 
Office furniture 

and equip- 

mente 20 865,401 607,691 257,710 301,249 
Projects under 

construction ... 235 211,135 128,658 


97,670,382 44,426,895 53,243,487 53,839,280 


5. Loans from Canada 


1987 1986 
$ $ 
Non-interest bearing loan with indefinite due 
Cate meer rare ent te reer 25,555,762 
Accrued interest on loans not due and pay- 
ADIC Meee Et rene Cree 5,001,171 
30,556,933 
10% loan maturing on December 31, 1996 
repayable in blended annual principal and 
interest payments of $716,080 «0.0.0.0... 4,123,920 4,400,000 
Less: current portion repayable within one 
VCR Teenie oor eres tee Re OE 303,687 276,080 
3,820,233 4,123,920 


3,820,233 34,680,853 


The loans from Canada are unsecured. 
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6. Contributed capital 
1987 1986 
$ $ 
Balance at beginning of year ...............0........ 72,136,347 72,136,347 
Forgiveness of non-interest bearing loans 
and related accrued interest (Note a)...... 30,556,933 

Contribution to Canada (Note b) ................ (1,920,000) 

Deficit reduction (Note C)..........cccccccceeeee (46,976,415) 
Balanceratiendiolsycatme sneer $3,796,865 72,136,347 


(a) During the year, the non-interest bearing loans and the 
related accrued interest in the amount of $30,556,933 were 
forgiven by Canada. This amount has been credited to Con- 
tributed Capital. 


(b) Contribution to Canada 


Payments from excess cash made in 1986 to Canada and 
treated as Contribution to Canada in the amount of 
$1,920,000 have been reclassified to Contributed Capital. 


(c) Equity of Canada 


During the year, the Minister of Transport approved a reduc- 
tion of the deficit as at January 1, 1987, in the amount of 
$46,976,415 with a corresponding reduction in Contributed 
Capital. 
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HARBOURFRONT CORPORATION 
MANDATE 


a) To develop, manage and operate the waterfront in accordance with the development framework. 


b) To initiate, conduct or sponsor cultural, recreational, scientific and educational programs which, in its opinion are 
of advantage to the public. 


BACKGROUND 


The Harbourfront site was delineated by the federal government in 1972 through the assembly of lands it owned plus 
other lands it expropriated. Extensive decayed properties were removed. With the efforts of all levels of government 
and an interim board, a long-term development plan was established and the mandate for Harbourfront Corporation 
was put in place in 1978. Since 1976, active Harbourfront programs of cultural, recreational and educational 
activities have made the site an attractive, busy public place. In addition to its spending on facilities for public use, 
the corporation has furthered private sector development on the site by leasing some land and selling air rights and 
with its cash flow from related development Harbourfront is aiming for financial self-sufficiency in its operation. 


CORPORATION DATA 


HEAD OFFICE Suite 500 
410 Queen’s Quay West 
Toronto, Ontario 
MSV 1A2 


— Schedule III, Part I 
— not an agent of Her Majesty 


The Honourable Stewart McInnes, P.C., M.P. 


STATUS 


APPROPRIATE MINISTER 


DEPARTMENT 


YEAR AND MEANS 
OF INCORPORATION 


Public Works 


1936; as Terminal Warehouses Ltd, under the Ontario Companies 
Act; July 14, 1978, as Harbourfront Corporation, under the Business 


Corporations Act of Ontario; continued under the Canada Business 
Corporations Act, December 21, 1984. 


CHIEF EXECUTIVE Frank Mills 
OFFICER (ACTING) 

CHAIRMAN Consiglio Di Nino 
AUDITOR KPMG Peat, Marwick 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1987-88 1986-87* 1985-86 1984-85 


(restated ) (restated) 

At the end of the period 

EOtalMASSSts OPN, PRONE 565i ohcecinsoncdeevelecc male dean a? Ase opal | 36.3 27.9 

Obligations (0. the private sectOtamur cones ee, ee nil nil nil nil 

bligalonslo- Canad a-mansehpernitencrsvandervotnnnen acted oe net or nil nil nil nil 

Equityor Canada eda heres weee natin Cie Seren me 385) 49.6 0.3 0.2 
Cash from Canada in the period 

DUS CATY" sit en i ens et Slate ered eae ne ee aac een nil 1.0 6.1 20.9 

SNOUSOUNSCTATY: £5. cee cease thai oueai at aad exe ne ao Se nil nil nil nil 


* The 1986-87 and subsequent financial statements reflect a change in the corporation’s accounting so as to 
recognize that Harbourfront’s proceeds from development have contributed to the funding of the corporation’s 
activities. 


** The value assigned to Receivables from developers on the balance sheet was reduced by $12 million in the period. 
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HARBOURFRONT CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE STEWART MCINNES, P.C., M.P. 
MINISTER OF PUBLIC WORKS 


We have examined the balance sheet of Harbourfront Corporation 
as at March 31, 1988 and the statements of operations, contributed 
surplus and retained earnings and changes in financial position for the 
year then ended. Our examination was made in accordance with gener- 
ally accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied, except for the retroactive changes in accounting policies dis- 
closed in Note 3 with which we concur, on a basis consistent with that 
of the preceding year. 


Further, we have examined the transactions that came to our notice 
in the course of the above mentioned examination of the financial 
statements of Harbourfront Corporation for the year ended March 31, 
1988, to determine whether they were in accordance with Part XII of 
the Financial Administration Act, the regulations, the charter and by- 
laws of the Corporation and the seven year management agreement 
dated June 13, 1980 as amended and renewed from time to time and 
expiring March 31, 1989. In our opinion, these transactions were, in all 
significant respects, in compliance with the authorities specified. 


The financial statements for the prior year were reported on by 
another firm of chartered accountants. 


Peat Marwick 
Chartered Accountants 
Toronto, Canada 
August 9, 1988 


BALANCE SHEET MARCH 31, 1988 
WITH COMPARATIVE FIGURES FOR 1987 


ASSETS 1988 1987 
$ $ 
(Restated 
Note 3) 
Current assets 
@ashrand term aepositSwemie er ee DA 935999 2,533,538 
Receivable from the Crown (Note 4) ................. 9,222,809 357,022 
Receivable from developers (Note 5) ...........0...... 9,796,866 12,253,534 
Other receivablesiandvassets<.iss5 rc ke ei 1,713,188 1,821,857 


23,526,862 16,965,951 


Non-current assets 


Receivable from the Crown (Note 4) .........00005. 731,931 6,972,765 
Receivable from developers (Note 5) ..........00.0. 12,164,691 21,467,358 
Brepaiddeases #8 * armrests Ae res ae), . fe $80,000 

Deferred development costs (Note 6)............008 4,141,052 6,229,390 
BIXEGIASSEISCINOUC§) ene cece reine tes eeeieeaes 1,265,505 1,044,157 


18,883,179 35,713,670 


LIABILITIES AND SHAREHOLDER’S 


EQUITY 


Current liabilities 
Accounts payable 
Deferred revenues 


SHAREHOLDER’S EQUITY 
Shareicapitals ((NOtG:8) presen ere ete wae eee 
WontriDuredisuUrplUSn merece an merece rene 


Retained earnings 
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1988 1987 
$ $ 
(Restated 
Note 3) 
and accrued liabilities ............ 2,957,918 1,562,781 
cet a SR ah RST oak Deans coh ee A233) 1,488,144 
3,730,051 3,050,925 
1 l 
34,441,284 41,605,107 
thon soe nN lon adh phere ce al 4,238,705 8,023,588 
38,679,990 49,628,696 
42,410,041 52,679,621 


42,410,041 52,679,621 


See accompanying notes to financial statements. 
On behalf of the Board: 


CONSIGLIO Di NINO 
Director 


SESPO DELUCA 
Director 
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HARBOURFRONT CORPORATION—Continued 


STATEMENT OF OPERATIONS 
YEAR ENDED MARCH 31, 1988 


WITH COMPARATIVE FIGURES FOR 1987 


Public programming and facilities 
Revenues 
Eventadmissionssmer nent coei eoeee 
Corporate sponsorships ................ccccccscsesceeeeees 
Government grants sere eer 
Parking, concessions and other income ............ 
Facilityrentals S20 ens laren, Seen eee 


Expenses 
Event:productiont,-.s-..2 2m. aero 
Eventiadministration= =. ee eee 
Markclin@ ert rec rcs tree ene eaten. 
Operation of public facilities 0.0.0.0... 
Operation of programming facilities ................ 


Loss on public programming and facilities ...... 


Commercial and corporate activities 
Revenues 
Commercialiincomemes eer were 
Interest on receivables from developers............ 
Interest on Harbourfront Capital Account...... 


Expenses 
Commercial management.....................00000008 
Corporate administration ...............0.0cccceee 


Profit on commercial and corporate activities . 
INetilossifontheryeatincss ere eee re 


See accompanying notes to financial statements. 


1988 


1,689,202 
1,084,337 
835,117 
SANTA SAO) 
869,932 


7,696,118 


4,668,672 
1,045,972 
2,336,683 
3,012,936 
2,094,625 


13,158,888 
(5,462,770) 


2,519,884 
867,845 
642,794 


4,030,523 


1,030,136 
1,322,500 


2,352,636 
1,677,887 
(3,784,883) 


STATEMENT OF CONTRIBUTED SURPLUS 


AND RETAINED EARNINGS 
YEAR ENDED MARCH 31, 1988 


WITH COMPARATIVE FIGURES FOR 1987 


Contributed surplus 
Balance, at beginning of year... 
Net proceeds on development activity .................. 
Cost of parkland and public infrastructure con- 
veyed to municipal governments ....................... 
Period development and other public infrastruc- 
LUNCICOStS Sank ee ere een ene ek 


Retained earnings 
Balance, at beginning of year...............ccceeeee. 
Restatement... say ak hte Soe eres 


Revised balance, at beginning of year.............. 
Netiloss forthe veatcn aos 1 eee ee eter lee 


Balancevat'end of: veat 2 ae 


See accompanying notes to financial statements. 


1988 


41,605,107 
375,694 


(3,474,781) 


(4,064,736) 
34,441,284 


1,416,856 
6,606,732 


8,023,588 
(3,784,883) 


4,238,705 


1987 


$ 
(Restated 
Note 3) 


1,348,047 
1,076,897 
754,051 
2,662,153 
649,682 


6,490,830 


3,855,495 

898,424 
1,527,188 
2,570,291 
2,082,864 


10,934,262 
(4,443,432) 


2,172,496 
1,271,947 
533,637 


3,978,080 


1,074,271 
815,433 


1,889,704 
2,088,376 
(2,355,056) 


1987 


$ 
(Restated 
Note 3) 


45,269,705 
450,000 


(4,114,598) 
41,605,107 


335,510 
10,043,134 


10,378,644 
(2,355,056) 


8,023,588 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED MARCH 31, 1988 
WITH COMPARATIVE FIGURES FOR 1987 


1988 1987 
$ $ 
(Restated 
Note 3) 
Operations 
Net loss forthe: veaneee eet ee (3,784,883) (2,355,056) 
Depreciation, A002 notte tent etic ae 287,372 156,516 
(3,497,511) (2,198,540) 
Receivables and other assets ..............0.:000c 108,669 (435,034) 
Prépaidileasés -ARO028. 2a ue ren. eines (580,000) 
Accounts payable and accrued liabilities.......... 1,395;137, (644,123) 
Deferred’ revenues sane sree e eee eee (716,011) (27,530) 
(3,289,716) (3,305,227) 
Investing 
Investinentan 11xed\ assetsun eee er eee (1,352,570) (2,920,913) 
Harbourfront Capital Account 
==GContributionsiae acon ee (11,059,166) (7,999,520) 
=——=Withdrawals aaeiueriscs.-ae. Seer eae 8,400,000 9,800,000 
== [nterestis O51. eh eee tee 34,213 (12,289) 
(3,977,523) (31325722) 
Financing 
Grants and sponsorship of fixed assets.............. 843,850 1,981,711 
Development 
Net proceeds on development activity .............. 375,694 450,000 
Cost of parkland and public infrastructure 
conveyed to municipal governments.............. (3,474,781) 
Period development and other public infras- 
tricture;cOstSaate wee cen eee ee (4,064,736) (4,114,598) 
Deferred development Costs..2..t) se ccsssee 2,088,338 (3,817,980) 
Receivable from developers .................0c:eeee 11,759,335 11,641,599 
6,683,850 4,159,021 
Ghangeinitheyeatreus oe ee eee 260,461 1,702,783 
Cash and term deposits, beginning of the year..... 2,533,538 830,755 
Cash and term deposits, end of the year........... 251935999 2,533,538 


See accompanying notes to financial statements. 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 


1. Authority and mandate of the Corporation 


Harbourfront Corporation (the ‘‘Corporation”), continued 
under the Canada Business Corporations Act December 21, 1984, 
is a parent Crown corporation listed under Part I of Schedule C of 
the Financial Administration Act. The share capital of the Corpo- 
ration is held by Her Majesty the Queen in Right of Canada (the 
“Crown”’) as represented by the Minister of Public Works. The 
Corporation is exempt from corporate income tax under Section 
149(1)(d) of the Income Tax Act. 


The Harbourfront site, owned by the Crown, totals approxi- 
mately 100 acres and occupies a central position on the Toronto 
waterfront. 


Under a Management Agreement with the Crown dated June 
13, 1980 as amended and renewed from time to time and expiring 
March 31, 1989, the Corporation has the dual role and mandate 
to: 


¢ Develop, manage and operate the Harbourfront site in 
accordance with a development framework approved by the 
Crown; and, 
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HARBOURFRONT CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Continued 


¢ Initiate, conduct or sponsor cultural, recreational, scientific 
and educational programs which, in its view, are of advan- 
tage to the public. 


Title to the lands of the Harbourfront site is held by the Crown 
with the exception of parkland and public infrastructure conveyed 
to municipal governments and certain lands transferred to the 
Corporation by the Crown. All development activity by the Cor- 
poration relates to the sale of air rights or the lease of lands of the 
Harbourfront site on behalf of the Crown. 


In order that the Corporation achieve financial self-sufficiency, 
all profits generated by the Corporation, particularly from the 
development of the Harbourfront site, are available to the Corpo- 
ration in fulfilling its mandate. 


All funds derived from the capitalized leasing, sale or resale of 
lands or development rights are held on deposit with the Crown in 
the Harbourfront Capital Account, an interest bearing trust 
account. The principal may be withdrawn by the Corporation 
with the approval of the Crown. The interest is distributable to 
the Corporation on request. 


. Development freezes 


During the period April through October, 1987, a policy review 
of the role and mandate of the Corporation was performed at the 
request of the Minister of Public Works. All development projects 
of the Corporation were held in abeyance during the review and 
subsequently released. 


On February 22, 1988, Toronto City Council passed the 
Interim Control Bylaw suspending, with very few exceptions, all 
development activity on the Harbourfront site until December 14, 
1988. Negotiations to end this second development freeze are in 
progress. 


Due to the uncertainty of the impact on the Corporation, the 
possible ramifications of these actions have not been reflected in 
these financial statements. 


. Accounting policies 


These financial statements have been prepared in accordance 
with accounting principles generally accepted in Canada. 


To provide more appropriate disclosure of the Corporation’s 
activities in fulfilling its mandate, the method of accounting for 
the development activities of the Corporation has been changed 
on a retroactive basis. The net proceeds generated by the Corpo- 
ration from the development to date of the Harbourfront site on 
behalf of the Crown have been credited to contributed surplus to 
recognize the Crown’s contribution to the funding of the Corpora- 
tion’s activities. Previously, all proceeds and costs related to 
development activities had been reported in the statement of 
income. The effect of this change is to decrease income by 
$11,215,000 in the current year and by $3,436,402 in 1987. 


On a retroactive basis, the Corporation has consolidated the 
accounts of non-share-capital cultural corporations under its con- 
trol. The impact of this change is not material to these financial 
statements. 


After giving effect to these changes, the significant accounting 
policies of the Corporation are as follows: 
(a) Basis of consolidation 


These financial statements include the accounts of the Cor- 
poration, its subsidiaries and non-share-capital cultural cor- 
porations under its control. 
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(b) Revenue recognition 


Revenues from public programming activities are recognized 
on performance of the related event. Revenues from public 
facilities and commercial activities are recognized as the 
related services are provided. 


(c) Development proceeds and costs 


All development proceeds and costs directly attributable to a 
project are deferred until approval of the related development 
agreement is received from the Crown, at which time, the 
proceeds are recorded, net of related development costs, as 
contributed surplus. Development costs not attributable to a 
particular project are charged to contributed surplus as 
incurred. 


(d) Parkland and public infrastructure 


Costs related to parkland and public infrastructure expected 
to be conveyed are deferred and charged to contributed sur- 
plus when title is passed to the appropriate municipal govern- 
ment. All other public infrastructure costs are charged to 
contributed surplus as incurred. 


(e) Government grants and corporate sponsorship 


Grants and sponsorship income are recorded as receivable 
when receipt is reasonably assured. Grants and sponsorship 
income are recognized as revenue on performance of the 
related event or applied against the costs of the related capi- 
tal project, as appropriate. Grants from the Crown for the 
development of the site are made in its capacity as share- 
holder and are recorded as contributed surplus. Grants from 
the Crown to fund programming and other operations are 
recorded as revenue in the year received. 


(f) Fixed assets 


Fixed assets are recorded at cost, net of related government 
grants and corporate sponsorship. Depreciation is calculated 
on the straight-line basis over the estimated useful life of 
each asset. Transfers of land to the Corporation from the 
Crown, required to facilitate certain development agree- 
ments, are recorded at a cost of $1. 


(g) Comparative figures 


Certain comparative figures have been restated to conform to 
presentation adopted in the current year. 


4. Receivable from the Crown 


1988 1987 
$ $ 
Receivable from the Harbourfront Capital 
A CCOUNE 2 ie ek cae Sr an alee eae pay 9,631,931 6,972,765 
Interest receivable on the Harbourfront Capital 
ACCOUNU Aire R Ee tee tears ene eae cee ees 322,809 357,022 
9,954,740 7,329,787 
Pessinon-cllrrent: portions seen eee 731,931 6,972,765 


9,222,809 357,022 


At March 31, 1988, $1,000,000 (1987 — $500,000) received on 
the sale of air rights and included in cash and term deposits, 
remained to be remitted to the Harbourfront Capital Account. 
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HARBOURFRONT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


5. Receivable from developers 


1988 1987 
$ $ 
Due onisaletofiainnights:ysceccese cera cs cece 20,605,249 32,137,045 
Interest and construction allowances...................... 1,356,308 1,171,347 
Development feeve<h. atmo dere: shiners 412,500 


21,961,557 33,720,892 
12,164,691 21,467,358 


9,796,866 12,253,534 


Lessinon-current portions... f2..2ec<0s--<cecsesccsrarrs-- 


6. Deferred development costs 
1988 1987 
$ $ 
Deferred costs of projects under development....... 713,676 425,052 
Deferred costs of parkland and public infrastruc- 
CA yey eee ee eR eee ee Ree ee Pre 3,427,376 5,804,338 
4,141,052 6,229,390 
7. Fixed assets 
1988 1987 
$ $ 
ean Seen ete oe 2. Se RS, Sem E De 1 l 
Building’ fcc. eaceeasy oa es cies ees 3,658,659 2,800,845 
Gui pimen tireete reser rete terre rec ea eee eeerees 1,185,384 690,628 
4,844,044 3,491,474 
Less government grants and corporate sponsor- 
SHIP eee ee ee ee eee eee 3,068,353 2,224,503 
1,775,691 1,266,971 
Less accumulated depreciation ..................:::000000 $10,186 222,814 
1,265,505 1,044,157 
Construction of The Art Gallery at Harbourfront was com- 
pleted in the year. As the capital costs of this facility are expected 
to be recovered from pledges, no depreciation of the unrecovered 
capital costs of $590,306 has been recorded in the year. 
8. Share capital 


As at March 31, 1988, the authorized share capital of the Cor- 
poration consists of 500,000 common shares without par value of 
which 215,500 shares are issued and fully paid for consideration 
of $1. 
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. Cumulative contributions by the Crown 


The following unaudited historical cost information in millions 
of dollars has been supplied by the Department of Public Works: 


Fiscal Fiscal 

1972 to 1981 to 
1980 1988 Total 

$ $ $ 
Vandiacquisitionteee ere 54.4 54.4 
Operating and capital expenditures 21:5 215 
Operating contributions................... 8.5 8.5 
Development and land acquisition 

CONtHIDULIONS = seme eee eee S123 51.3 
75.9 59.8 135.7 


Amounts contributed subsequent to fiscal 1980 represent 
expenditures pursuant to the Management Agreement with the 
Crown. 


Only that portion which represents cash received from the 
Crown has been recorded in the accounts of the Corporation. 


. Litigation 


The Corporation is the defendent in a number of legal actions 
and, in a number of instances, instituted counterclaims. In the 
opinion of management, these actions will not have a material 
adverse effect on the financial position of the Corporation. 
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SUMMARY PAGE 


INTERNATIONAL CENTRE FOR OCEAN DEVELOPMENT 


MANDATE 


To initiate, encourage and support cooperation between Canada and developing countries in the field of ocean 
resource development. 


BACKGROUND 


ICOD was established by statute as a parent Crown corporation in February 1985. Its work complements that of 
CIDA, the International Development Research Centre, and other development assistance organizations. It is seen as 
an important new dimension in Canada’s efforts to assist less developed countries through its long experience and 
expertise in marine resource management. 


CORPORATION DATA 


HEAD OFFICE 5670 Spring Garden Road 
| 9th Floor 

Halifax, Nova Scotia 

B3J 1H6 
STATUS — Schedule III, Part I 
| — not an agent of Her Majesty 
APPROPRIATE MINISTER The Right Honourable Joe Clark, P.C., M.P. 
DEPARTMENT External Affairs 


YEAR AND MEANS 1985; The International Centre For Ocean Development Act, (R.S.C. 
OF INCORPORATION 1985, Ist Suppl. c. 17). 


eHIEF EXECUTIVE G.C. Vernon 
OFFICER 


CHAIRMAN Elisabeth Mann Borgese 


AUDITOR The Auditor General of Canada 


INANCIAL SUMMARY (§ million) The financial year ends March 31. 


| 1987-88 1986-87 1985-86 1984-85 
At the end of the period 


FERIA eA SEES tele cs ceceecact neste past one oe aecsreatsicl oe ree earns Vea 0.2 0.1 0.1 negl 

DPA ONS. OAL RCL DIVA Le SECON seis aacane aitaccoeeenincceanmtintncte shoe nil nil nil nil 

CDI ALIONS FOuc ana] heres cone Be eee : nil nil nil nil 

POCPUSE VeOOY CoA abe eer Peele ca he eas Paice re negl negl negl nil 
Cash from Canada in the period 

eee MMIC CAN Y esa rhea Ae abso ma home ee accentuate eiiga ales 6.4 4.0 1.1 0.8 


eae TON + ULI RCCALY civenic nate tase ee oe ena ng Oy nil nil nil nil 
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INTERNATIONAL CENTRE FOR OCEAN DEVELOPMENT 
AUDITOR’S REPORT 


TO THE MINISTER FOR EXTERNAL RELATIONS 


I have examined the balance sheet of the International Centre for 
Ocean Development as at March 31, 1988 and the statements of oper- 
ations, deficit, contributed surplus and changes in financial position for 
the year then ended. My examination was made in accordance with 
generally accepted auditing standards, and accordingly included such 
tests and other procedures as I considered necessary in the circum- 
stances. 

In my opinion, these financial statements present fairly the financial 
position of the Centre as at March 31, 1988 and the results of its oper- 
ations and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Centre that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the International 
Centre for Ocean Development Act and regulations, and the by-laws 
of the Centre. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
May 18, 1988 


BALANCE SHEET AS AT MARCH 31, 1988 


ASSETS 1988 1987 LIABILITIES 1988 1987 
$ $ $ $ 
Current Current 
Cash 37,464 70,119 Accounts payable and accrued liabilities Pewe <208;991F FA 100}1 90 
Accounts receivable ’ ’ 34,977 39,897 
Accounts receivable—Projects administered on behalf Ey 
of other agencies ........ 4 We ave 169,867 34,117 Contributed surplus (Note 3) .... ; see ai eee 2 54,227 = 54,227 
Deficit : (20,910) (10,284) 
el ee ees 33,317 = 43,943 
242,308 144,133 242,308 144,133 


Approved by the Board: 


ELIZABETH MANN BORGESE 
Director 


ROY L. CHEESEMAN 


Director 


1988 1987 
$ $ 
Program activities 
Technical assistance 
Technical assistance projects (Schedule A)............ 2,010,195 947,885 
Program —Development and related expenses ..... 88,334 87,894 
—Administration costs (Schedule E)..... 341,747 223,678 
2,440,276 1,259,457 
Information 
Information —Projects (Schedule B) .............0...... 123,412 214,739 
= SCFVICESICXPCNSES; et ghs pees 139,647 105,183 
Program administration costs (Schedule E)........... 277-571 127,768 
540,630 447,690 
Training 
Course development projects (Schedule C)............. 1,145,878 548,091 
Scholarship projects (Schedule D) ...................205 910,709 $14,583 
Program —Development and related expenses...... 11,720 18,564 
—Administration costs (Schedule B)...... 324,563 181,611 
2,392,870 1,262,849 
Total program activities expenditures... 3,31 55) 10 0 2.9609.996 
Administrative expenditures (Schedule F).........0.0.0. 1,184,579 1,078,130 
Deduct: revenues 
Recoveries—Projects administered on behalf of 
OUhenaecnciese emcee eee cre ner ee es (135,750) (34,117) 
IntencstinCOMe Mee e.os yee EO. SOR (11,979) (22,184) 
(147,729) (56,301) 
AS OSTEOM OPC Lal iONSitOmUne VGA Nene erect ee eer seen 6,410,626 3,991,825 
STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1988 
1988 1987 
$ $ 
Deficitwatbextnningrolrthe years concer eretaeeree 10,284 18,459 
PALIAMeNtanvicl DPLOPMaAUlONS cs. rce cena eran eee eee 6,400,000 4,000,000 
6,389,716 3,981,541 
Deduct: cost of operations for the year... = 6,410,626 3,991,825 
DECI AEN dOMUNe Yeah ersten eecueeec eter tee eens 20,910 10,284 
STATEMENT OF CONTRIBUTED SURPLUS 
FOR THE YEAR ENDED MARCH 31, 1988 
1988 1987 
| $ $ 
Contributed surplus, at beginning of the year... 54,227 52,790 
Assets contributed by predecessor non-government organiza- 
tion—International Centre for Ocean Development............ 1,437 
Contributed surplus, at end of the year oo... eee $4,227 54,227 


PUBLIC ACCOUNTS, 1987-88 


235 


INTERNATIONAL CENTRE FOR OCEAN DEVELOPMENT—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31], 1988 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1988 


1988 1987 
$ $ 
Financing activities 
Parliamentary appropriations .............0.0.000.0000 6,400,000 4,000,000 
Cash balance contributed by predecessor 
non-government organization—International 
Centre for Ocean Development..........0...0.0.0...... 1,437 
6,400,000 4,001,437 
Operating activities 
Cash used for operations 
Cost of operations for the year.............ccee (6,410,626) (3,991,825) 
Increase in working capital items other than 
Cashel. arared: nade aa. Bee Gaile tds 2 (22,029) (14,162) 
(6,432,655) (4,005,987) 
Net funds used. 143 cd fececmape ecre meted oat (32,655) (4,550) 
Cash, at beginning of the year...............:2--0--000:ssr--+- 70,119 74,669 
Cash, at end of the year 37,464 70,119 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 


1. Authority and objectives 


The International Centre for Ocean Development was estab- 
lished by the International Centre for Ocean Development Act in 
1985 as a Crown corporation without share capital, named in 
Schedule C, Part I to the Financial Administration Act. The Cen- 
tre is dependent on the Government of Canada for operating 
appropriations. 

The objectives of the Centre are to initiate, encourage and sup- 
port cooperation between Canada and developing countries in the 
field of ocean resource development by: 


(a) initiating and supporting programs in developing countries 
for the improved management and utilization of ocean 
resources, particularly as a source of food; 


(b) supporting the development of indigenous expertise and insti- 
tutions in developing countries in order to increase the 
capacity of developing countries in integrated ocean use man- 
agement; 


~— 


enlisting the expertise of people and institutions in Canada, 
developing countries and elsewhere; 


(c 


(d 


~— 


developing and sponsoring the collection and dissemination of 
information relating to ocean resource development; 


~— 


developing and sponsoring training programs, technical 
assistance and advisory services relating to ocean resource 
development; and 


(e 


(f) supporting research relating to ocean resource development. 
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NOTES TO FINANCIAL STATEMENTS TECHNICAL ASSISTANCE PROJECTS 
MARCH 31, 1988—Concluded FOR THE YEAR ENDED MARCH 31, 1988 SCHEDULE A 
2. Significant accounting policies 
The financial statements reflect the following policies: Project 
(a) Capital expenditures Number 1988 1987 
Purchases of equipment, office furniture, and costs of $ $ 
leasehold improvements are expensed in the year of acqui- 850010 OECS Fisheries Desk .....c:.cccccceeee PRUNE? fo CU AGG: 
sition. S500 DI FRAG Unvelllance: seqeeeee eat tee, See 252,857 234,597 
(b) Parliamentary appropriations 860036 Sea Moss Cultivation Programme .............. ; 105,187 22,784 
Parliamentary appropriations are recorded in the State- 860049 Caribbean Fisheries Training 
ment of Deficit for the year to which they apply. Phase Wn. .ssssssessssssesseceseeeeceeeeeeeeneees 92,310 
: P 860041 CCOP/SOPAC— “Regional Marine Geology 90,002 60,996 
(c) Project expenditures 
A : : : 860072 Economic Analysis of Costa Rica... 80,087 26,324 
The Centre enters into agreements with third parties to 870107 Guidelines Fish Quality Control 
undertake projects. Project expenditures are charged to Sty Ghelles acc cneccelis:siesase-c ROS . 78,634 
operations when disbursed and as they become due under 860094 Maldives Surveillance 0.0... 78,013 
the terms of the contractual agreement. 870132 Fisheries Data Management, Institution: A 
(d) Pension plan Enhancement Program..........00.00 0020, ; 63,900 
Employees of the Centre are covered by the Public Service 860030 Research Vessel Operation 2 iat teen seep sta eae ny 61,654 22,163 


Superannuation Plan administered by the Government of 860032 Fisheries Surveillance 


. : P —South and West Indian Ocean........ 5 51,328 
Canada. Contributions to the Plan are required eatauy 860100 Coral/Sand Removal—Mauritius.....00........ 50,047 
from the employees and the Centre. These contributions 870116 Research Coordination Unit... 50,000 
represent the total liability of the Centre and are recog- 860055 Morocco Fisheries Data Management ........... 49,521 
nized in the accounts on a current basis. 870173 Legal Affairs Unit—Forum Fisheries 
: IND CNC SOUP ACh 1 Ce meee nen ee eee 43,000 
3. Contributed surplus 870164 South Pacific Prosecutions Procedures Study 42,000 
Contributed surplus represents the net book value of assets con- 860082 VFDP Evaluation... co 41.668 11,725 
tributed to the Centre by the predecessor, non-government organi- 860083" Vanuati——Pisherman’s Touts. ranean Shs 
zation, International Centre for Ocean Development STOUT eV.SS Beas ility cSt eeesen ees a 30,000 
i : ; 870162 Regional Fisheries Database 
4. Income taxes Implementation Fa eT OR I te ee eS : 28,000 
; ‘ 870163 Cook Islands Boundary Delimitation 
The Centre is exempt from income taxes. INGSISLAN Gee eee ee em we Dili 
: BAt3 870124 OECS Workshop on Regional Fisheries. 
5. Operating leases . Trt sdb ee SHS omscbae  o aliMbini 065i 
The Centre has entered into various operating lease arrange- 860098 Consultancy in Fisheries Management 
ments for office premises and equipment. The future minimum (Dominica) eer econ ee eee eee 25,504 
lease payments are as follows: 860034 Fisherman’s Assistance 
—Dominican Republic...................2¢4:-0g0b= 9,77) 60,219 
Year ending March 31 $ 860086 Research Institute Evaluation .........0.0.......0. 4,666 44,000 
(ORO duet hie | Sie, Sede am nrcmaen : helgmn tans. coe 221,000 850035 Fisherman’s Training—Pictou ................-.0- 63,858 
OL es ee ee eRe eed DARED S By OER econ 216,000 850013 Fisheries Research Needs and Assessment .... 55,065 
19.0 Ueki tes Nee ean re oe Fhe oe Re ee re Neuen 211,000 860056 Master Fisherman’s Programme...................-. 26,041 
{900 neces asiog end. lO snscrenl wend il aed ene 211,000 Projects under $25,000 22... ieee 248,842 137,471 
859,000 2,010,195 947,885 
6. Contractual commitments INFORMATION PROJECTS 
The Centre is committed to the following project expenditures, FOR THE YEAR ENDED MARCH 31, 1988 SCHEDULE B 
subject to compliance by recipients with the terms of their agree- 
ments. 
Project 
Year ending March 31 $ Number 1988 1987 
[98Semnr pany. .ghimiart..qhinoeayn mei. ganized 3,183,000 a Seana Lace 
1990 sess eek hete less ec emae wna ces. ett at 82 2,250,000 
SOUTER GSA BE Cs crt ra bait ad a a 465,000 860063 Training Directory—Phase II 43,343 6,818 
RS re ete cad ain) RNR AS MEE I reins Shea oy ak 323,000 860023 World Fisherics Map .. 69,804 
6.221.000 860037 Marine Information Sri Lanka. re vee 50,000 
ee ee 860077 Regional Compendium—Indian Ocean ... 34,970 
850021 Ocean Training Directory.............0....... 28,900 
Projectsiundéer $25,000 no eee ee 80,069 24,247 


123,412 214,739 
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INTERNATIONAL CENTRE FOR OCEAN DEVELOPMENT—Concluded 


COURSE DEVELOPMENT PROJECTS ADMINISTRATIVE EXPENDITURES 
FOR THE YEAR ENDED MARCH 31, 1988 SCHEDULE C FOR THE YEAR ENDED MARCH 31, 1988 SCHEDULE F 
Project 1988 1987 
Number 1988 1987 a oer ee 
$ $ Employee and contract staff salary and benefits........ 474,506 468,404 
860060 Stock Assessment—CECAF ........0.00.0ccce. 826,523 4,148 Accommodation and leaschold improvements................ 222,399 156,317 
850014 Marine Affairs Diploma Course ................... 272,286 175,037 Olificeequipnient) So eiamers. 3 2 eeatete ses Sees 118,135 102,763 
860070 Marine Affairs Diploma Materials......0.0........ 135,622 85,325 Communications and postage 00.00.0000 es 82,883 61,501 
870111 SPC Fisheries Extension Skills Course........... 80,000 Recrurtment and relocation, tac.caste see eee 71,708 75,465 
870115 Fisheries Enforcement Workshop, FFA......... Dow3 Ofifficetsupplics™andiserviccS1.1...0. eee 1 ee 59,328 57,861 
870123 Erindale Maritime Boundary Delimitation URNS NGC) TVS STN, croc sete toccescessorcaonen wnehneoaonresaenancess 48,969 72,408 
OUTS Glenn errr ere eee Ee en ees 52,825 Directors’ honoraria, travel and meetings........0.0.0..0...... 48,096 40,665 
870127 WMU Training Modules Phase II.................. $2,650 ProfessionaliserviceSss seen SHAR i a 40,259 28,227 
860102 Maritime Boundary Delimitation Course ...... 38,511 Miscellancous services and expenses .........0.cccceeeees 18,296 14,519 
860027 WMU Sea Use Planning Course 0.0.0.0... 31,043 2,066 1.184.579 1.078.130 
850015 WMU Marine Affairs Course... 14,044 26,180 
850059 SEAPOL Ocean Boundary Making ............... (1,967) 82,200 
850078 Maritime Boundary Delimitation Course ...... (1,295) 32,000 
| 850022 Stand Alone Materials ....0.....iccc eee 56,514 
860028 Non-Fuel Minerals Course—Halifax............. 30,872 
| Projectsiunden p25. 000M nee eres 90,383 53,749 


| 1,145,878 548,091 


SCHOLARSHIP PROJECTS 


FOR THE YEAR ENDED MARCH 31, 1988 SCHEDULE D 
| 
| Project 

Number 1988 1987 
| $ $ 
860074 Marine Affairs Diploma Scholarships............ 334,683 1,045 
§ 860097 CIDA/WMU Africa Scholarships .........0........ 101,011 34,117 
860076 ICOD Scholarship Programme (1987-91)... 91,014 1,234 
1860062 Tropical Fisheries Diploma ..........0.00:0.0.0.. 70,263 58,965 
BOOTS SSW IMUtScholarships..«... 501.0 -.<.-e0e0 ce-.c.. 67,512 34,117 
m5. O008" Cooperation des Péchesi.....-0 ett a 46,890 
| 860025 Regional University Scholarships ......0000.00...... 41,212 43,605 

850018 Ol Scholarships (Halifax Course) ....0...0....... 40,500 37,174 


BS O67 a Cl DAGQRellowShi pS =5,.c. cote tue. tegen gnwapnc th oe 34,740 

850017. ICOD Scholarship Programme (1985-87)... 14,686 238,850 
-860081 IOI Scholarships (Indian Ocean)........0.00.0...... 49,933 
| Projcetsrinden ooo: 000 mene eee ie 68,198 15,543 


910,709 514,583 


TOTAL PROGRAM ADMINISTRATION COSTS 
/FOR THE YEAR ENDED MARCH 31, 1988 SCHEDULE E 


Total Total 
Salaries Travel 1988 1987 
$ $ $ $ 


Program activities 


Technical assistance 219,983 121,764 341,747 223,678 
' Information 227,452 $0,119 PPM 127,768 
Training 255,519 69,044 324,563 181,611 


702,954 240,927 943,881 533,057 
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SUMMARY PAGE 


INTERNATIONAL DEVELOPMENT RESEARCH CENTRE 


MANDATE 


To initiate, encourage, support and conduct research into the problems of the developing regions of the world and into 
the means for applying and adapting scientific, technical and other knowledge to the economic and social 
advancement of those regions. 


BACKGROUND 


IDRC was created to help resolve, through research carried out by Third World scientists, the problems of poverty in 
the developing countries. To this end, it has established the following main program areas: Agriculture, Food and 
Nutrition Sciences; Health Sciences; Information Sciences; Social Sciences; and, through collaborative research, the 
Earth Sciences and Technologies for Local Enterprises. 


CORPORATION DATA 


HEAD OFFICE 250 Albert Street 
Ottawa, Ontario 
K1G 3H9 
STATUS — not an agent of Her Majesty 


— exempt from provisions of Divisions 1 to IV of Part X of the 
Financial Administration Act 


APPROPRIATE MINISTER The Right Honourable Joe Clark, P.C., M.P. 
DEPARTMENT External Affairs 

YEAR AND MEANS 1970; by The International Development Research Centre Act, 
OF INCORPORATION (R.S.C. 1985, c. I-19). 

CHIEF EXECUTIVE Ivan L. Head 

OFFICER 

CHAIRMAN Janet M. Wardlaw 

AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 


(restated) 
At the end of the period | 
LOtalWASSCtS =) cee errant ere 24.3 14.3 16.7 203 
Obligations to the private Sector oi....cea ap emesrtey eee se nil nil nil 0.3 
Obligations to: Canada. succes nana + orien ernentae nil nil 4.0 nil 
Bauity-or Canada cacti iis cs ech das une meeastencarnatey tue 8.6 2.6 1.1 10.9 
Cash from Canada in the period 
EDUC RCRA Y: weceecy casi seosees ava tiwal sat serena ena ena nn 108.1 96.0* 20s 81.0 
ES MONT OUSSLALY, Aki Gcyvinatadatanaa vives onthe eran tease tues eee nil nil nil nil 


* Net of $4.0 million repaid to Canada in each of these two years. 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE 
AUDITOR’S REPORT 


| TO THE INTERNATIONAL DEVELOPMENT RESEARCH CENTRE 
AND THE 
| SECRETARY OF STATE FOR EXTERNAL AFFAIRS 


I have examined the balance sheet of the International Development 
| Research Centre as at March 31, 1988 and the statements of opera- 
tions, equity of Canada and changes in financial position for the year 
| then ended. My examination was made in accordance with generally 
accepted auditing standards in Canada, conforming with International 
Auditing Guidelines, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
Position of the Centre as at March 31, 1988 and the results of its oper- 
ations and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 

i 


Kenneth M. Dye, F.C.A. 
| Auditor General of Canada 
Ottawa, Canada 

‘June 6, 1988 


‘BALANCE SHEET AS AT MARCH 31, 1988 
ASSETS 1988 1987 LIABILITIES 1988 1987 


$ $ $ $ 
Current Current 
Cash and short-term deposits (Note 3) ............... 18,804,032 9,181,248 Accounts payable and accrued liabilities 
ZACCOUNESTTECEIVA DIC Hie Aeterna eae pone, Een 739,013 555,699 CNOtE'6)™ 155.25) Oh Sapa ES fh ed geet dea 9,421,661 7,974,540 
Rrepaid expensesiyvet+ Sere nates: ae ee 973,566 700,665 Contract researchi(INotes/) meee 685,697 915,689 
20,516,611 10,437,612 10,107,358 8,890,229 
‘Recoverable deposits ee MO ents Ah of secon eid seen 197,721 444,754 Accrued employee separation benefits ................. 2,541,719 2,477,240 
Property and equipment (Note 4) 0... 3,427,620 3,310,258 Deferred rent—Head Office ........c..cc..cc:sscssceecseeeeseee 2,921,709 270,229 
Endowment funds (Note 5)........csseevssessrneeiinn 151,273 138,465 Endowment funds (Note 5) ......:cc:-sessessesesveseevn 151,273 138,465 
EQUITY 
Equityoii@anadayeeee Brite e ete ans 8,571,166 2,554,926 
24,293,225 14,331,089 24,293,225 14,331,089 


ANTOINE HAWARA 
Treasurer 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE—Continued 
STATEMENT OF OPERATIONS 


FOR THE YEAR ENDED MARCH 31, 1988 


1988 1987 
$ $ 
Expenses 
Development research 
Project, granitSepac tee corer ee scor 53,953,596 51,999,681 
GentreiprojectS access ee eee 6,301,802 6,959,083 
Contract research (Note 7).............00005 2,107,575 1,422,803 
62,362,973 60,381,567 
Research-related activities 
Project development and support 4,909,033 4,893,498 
Information dissemination ..................... 2,428,098 2,131,104 
Development-research library ................. 1,482,233 1,396,237 
8,819,364 8,420,839 
Research operational support 
Pechnicalisuppont rc. secetee cess corccean 13,612,515 12,876,019 
Regionaliofiicesteas,.c. veneer ene 5,827,616 5,394,586 
Division management ..............0:cee 5,415,467 4,541,789 
24,855,598 22,812,394 
Total research and support expenses 
(Schedules!) eon BR. kereee 96,037,935 91,614,800 
General management expenses 
(Schedule) pc tues eee ete: 10,362,988 9,353,755 
106,400,923 100,968,555 
Revenue 
Grant from Parliament of Canada 108,100,000 100,000,000 
Investment and other income ...................5. 2,209,588 977,911 
Contract research (Note 7)..........:c::cce DA OPES 1,422,803 
112,417,163 102,400,714 
Excess of revenue over Expenses .............:00 6,016,240 1,432,159 
STATEMENT OF EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 31, 1988 
1988 1987 
$ $ 
Balance at the beginning of the year 2,554,926 1,122,767 
Excess of revenue over expenses ..............005- 6,016,240 1,432,159 
Balance at the end of the year 0.0.0... 8,571,166 2,554,926 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1988 


1988 1987 
$ $ 
Operating activities 
Funds provided by (used for) operations 
Excess of revenue over expenses ...................-. 6,016,240 1,432,159 
Items not affecting funds 
Depreciation and amortization .................... 944,724 1,095,018 
Provision for employee separation benefits . 356,694 357,568 
Loss (gain) on disposal of equipment .......... (79,157) 11,502 
7,238,501 2,896,247 
ACCOUNTS TECEIVADIC ee ret ee eae (183,314) (94,684) 
Prepaldlexpensesmun eet arenes (272,901) 44,858 
RecoverableidepositS zene sit rt te teas 247,033 PSS 
Accounts payable and accrued liabilities ............ 1,447,121 (471,981) 
Payment of employee separation benefits ........... (292,215) (316,600) 
Gontractiresearchin nem cee ee (229,992) 224,552 
Deferred rent Mec ate e iaeuciti a renner 2,651,480 270,229 
10,605,713 2,563,776 
Financing activities 
Due to Government of Canada ...............:.:0:08 (4,000,000) | 
Investing activities 
Additions to property and equipment .................. (1,088,862) (1,354,825) 
Proceeds on disposal of equipment ..............0... 105,933 46,763 
(982,929) (1,308,062) 
Increase (Decrease) in funds.........0.....0.::.cceceee 9,622,784 (2,744,286) 
Cash and short-term deposits, beginning of the 
WEA Ty ern ati mcrae saree noe hheenee caer een pene ree tee 9,181,248 11,925,534 
Cash and short-term deposits, end of the year......... 18,804,032 9,181,248 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1988 


1. Authority and objective 


The International Development Research Centre, a Corpora- 
tion without share capital, was established in 1970 by the Parlia-} 
ment of Canada through the International Development Research 
Centre Act. The annual grant received from the Parliament of 
Canada is pursuant to External Affairs Votes 50 and 60 for the 
years ended March 31, 1988 and 1987 respectively. 

The objective of the Centre is to initiate, encourage, support, 
and conduct research into the problems of the developing regions 
of the world and into the means for applying and adapting scien- 
tific, technical, and other knowledge to the economic and social 
advancement of those regions. 


2. Significant accounting policies 


The financial statements have been prepared in accordance 
with Canadian generally accepted accounting principles and 
reflect the following policies. 


Property and equipment 


Property and equipment are recorded at cost and depreciated 
over their estimated useful lives. Leasehold improvements are 
amortized over the terms of the respective leases. The methods 
and rates used to provide for the depreciation and amortization of 
property and equipment are: 


Method Rate (%) 


Computer hardware Straight-line 20 
Leasehold improvements Straight-line 5-100 
Office furniture and equipment Diminishing 
balance 20 
Vehicles Diminishing 
balance 30 


Telephone system Straight-line 20 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE—Continued 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1988—Continued 


Expenses 4. Property and equipment 
Expenses are recorded on the accrual basis, except for contract 1988 1987 
research expenses, which are charged to operations when dis- Accu- 
-_ bursed. mulated 
| Recognition of revenue aA, 
; ciation 
| Parliamentary grants are recorded as revenue when received. and 
| Investment interest and endowment funds income are recorded amorti- 
when earned. Cost zation Net Net 
Revenue in respect of contract research is recognized at the $ $ $ $ 
time the related project expenses are incurred. Contract research Computer hardware .. 3,326,957 1,611,086 1,715,871 1,523,464 
funds received in excess of expenses are included in current liabili- Office furniture and 
ties. CqUIDMent me ee 1,673,489 1,049,157 624,332 743,182 
: . Wiehiclesmerens ec ee 1,062,733 522,188 540,545 502,084 
Bee cecer pouce separation: benciits hs Telephone system ..... 740,903 453,341 —«-287,562 «394,525 
Employees are entitled to specified termination benefits, cal- Leasehold _improve- 
culated at salary levels in effect at the time of separation as pro- TENS, eee ee ee 448,783 189,473 259,310 147,003 
vided for by conditions of employment. The liability for these ben- 7,252,865 3,825,245 3,427,620 3,310,258 
efits is recorded as the benefits accrue to employees. 
Deferred rent Depreciation and amortization for the year amounted to 
| Any rent-free period or other benefits associated with long-term $944,724 (1987, $1,095,018). 
| leases are deferred and amortized over the term of the lease on a Se Badawmentinds 


traight-line basis. 
anise In 1987, the estate of the late John Bene established a fund to 


Pension costs provide a postgraduate fellowship in the field of social forestry. 


Employees are covered by the Public Service Superannuation During the year, a former member of the Board of Governors of 
Plan administered by the Government of Canada. Contributions the Centre established a fund for applied or mission-oriented 
to the Plan are required from the employees and the Centre. research. 
These contributions represent the total liability of the Centre and 1988 1987 
are recognized in the accounts on a current basis. arse eC ee 
Income taxes Balance at the beginning of the year .............-.c0cccce- 138,465 
The Centre is exempt from any liability for income taxes. Donations receivedsnsr eee ee ee eee 5,150 131,059 
: ; Interestsincome: Per 6 ccescccrsaxce ete reer ae 12,658 7,406 
Foreign-currency translation Expenses iin ters ixcate diye al ne, decor oes (5,000) 
Monetary assets and liabilities are translated into Canadian. Balance at the end of the yeat.............ccccssccccscesseeesonese 151,273 138,465 
dollars at the rate of exchange in effect at year-end. Non-mone- Jobiy Boies aera em eee, pital ethane ed 146,160 138,465 
| tary assets are translated at rates prevailing at the respective Governor Ona de Caen cee eae 5,113 
| transaction: dates. Foreign-currency transactions are translated Totalendowmentiinds ae eae ee 151,273 138,465 
into Canadian dollars by the use of an average exchange rate that 
closely approximates the rate in effect at the transaction date. 6. Accounts payable and accrued liabilities 
Exchange gains and losses are included in operations for the cur- 
1988 1987 
/™ rent year. pee te ae 
| $ $ 
3. Cash and short-term deposits Accrued liabilities Projects ......:ssssssesne 5,704,488 4,198,635 
. 1988 1987 Accrued annual and other leave benefits .............. 1,313,885 1,235,921 
$ $ Oth era ree eee Ree eet Oa NS tt Mire 2,403,288 2,539,984 
4 7,97 
@ashi(bankroverdratt)ieen ee eee 211,052 (2,062) Bo DATS ee 
Short-term deposits 
Canadian chartered banks...........-.ccccccccccccee 13,731,820 6,904,367 7 Cc 
Trust and mortgage companies.................... 3,867,140 pe Onna neseareh 
Commercial enterprises ...........000ccccccccee. 994,020 990,300 Contract research relates to research conducted or managed by 
i Governments and governmental enter- the Centre which is funded by other international agencies, the 
prises........ pacetannatsseratveetadsarccrnvetcrarssare sot 1,288,643 Canadian International Development Agency (CIDA), and other 
18,804,032 9,181,248 federal government entities. 


Contract research expenses of $2,107,575 (1987, $1,422,803), 
include $1,436,190 received from CIDA (1987, $1,198,162). In 
addition, the Centre received $56,489 as an administration fee 
from CIDA (1987, $51,334) which is included in investment and 
other income. 

Contract research current liabilities of $685,697 (1987, 
$915,689) include $332,537 held on behalf of CIDA (1987, 

$661,459). 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE—Concluded 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1988—Concluded 


8. Operating leases 
The Centre has entered into various lease arrangements for 
office premises, equipment, and staff accommodation, in Canada 
and in various countries. The total annual payments under such 
lease arrangements will be: 


Year ending March 31 $ 
LIS SONI Clk Fb eat hh sspears Bd ae ee 5,071,598 
1990) PRR ROI FE ee Sct eee: ree eee 3,691,120 
119.9 hee sheen tern cermmennarnerse tenn ceremmemmne eR SES SER. 3,608,161 
OO DURA mee 3 San terre cicat canteen ete oe 3,659,203 
1993-1997K CEE Yn AO ted ONO RON ©. 55 cents nal 19,721,343 
35,751,425 


9. Contractual commitments—Project grants and project develop- 
ment 


The Centre is committed to make payments totalling up to 
$96,000,000 during the next 4 years subject to funds being pro- 
vided by Parliament and subject to compliance by recipients with 


SCHEDULE OF RESEARCH AND SUPPORT EXPENSES 
FOR THE YEAR ENDED MARCH 31, 1988 


Programs 
Nericultures RoodandNuUtritioniSClenCes)j =e 2c. - rere ee 
SocialiScrencestrer. hor teeta, fe crc int See teeta, ee irc eR 


Fellowships:andtAwatdsi- ioscan! Sere ticss aos Re A, ean tes 
Earthtandse ngineening SClencestesssriesssee ten rec nee. eee enon, 


Program-related activities 
Regionalvohticesisrecssrt sere... dwt mrene rates oe emer a aera te eR ee Ore 
Information: dissemination wepesse-nce.ceee meee feet te cy ehe ee Reet ee a, 
Special prOeta lie CUVICLCS cetera ccc ancerc as eee er eres ea. tte oe eee ee 
Developmenteresearchy iDfany verte. tee ee ene eae 
EXfernaleltaisaneanGenrela Ghons atecece serene aes mee ene eres ere eee 


the terms of project agreements. The Centre has also submitted 
formal grant offers to prospective recipients totalling $26,100,000 
and is awaiting acceptance of these offers. 


| 
| 


10. Contingencies 
The Centre is a defendant in two actions for damages and costs 
allegedly sustained by the plaintiffs. Management and counsel are 
of the opinion that the Centre has defences against these claims — 
and accordingly no provision has been made in the financial state-_ 
ments in respect of them. The claims are not significant to the 
operations of the Centre. 
11. Comparative figures 
The 1987 figures have been reclassified to conform to the state- 
ment presentation adopted in 1988. 
SCHEDULE 1} 
1988 1987 
Research Research 
Development related operational 
research activities support Total Total 
$ $ $ $ $ 
21,708,441 785,668 4,639,817 27,133,926 26,177,781 
10,691,650 675,855 3,526,323 14,893,828 14,437,468 
8,990,723 641,695 2,872,013 12,504,431 11,350,106 
8,300,072 572,072 2,945,824 11,817,968 10,915,165 
5,670,774 178,400 990,230 6,839,404 6,779,376 
4,232,677 528,413 1,288,443 6,049,533 6,449,158 
939,811 5,827,617 6,767,428 6,242,333 
564,460 2,428,098 2,009,035 5,001,593 4,251,811 
2,204,176 371,463 2,575,639 2,677,739 
1,482,233 1,482,233 1,396,237 
215,656 756,296 97,1;952 937,626 


62,362,973 8,819,364 24,855,598 96,037,935 91,614,800 


SCHEDULE OF GENERAL MANAGEMENT EXPENSES 


FOR THE YEAR ENDED MARCH 31, 1988 SCHEDULE 2 
1988 1987 
$ $ 

Salariescand benefits: sec te eee eee 6,523,077 6,065,602 
REN CAG ULINUICS cree te en ee ee 1,460,730 1,004,136 
Officeandisundry: 425-544. fae eee Ses, eae 643,705 638,654 
Travelandirelocation .sS..28.. 5 Sean. eee. $13,214 488,402 
Governors'imeetings. nie oie Fe Peet 363,618 238,885 
Depreciation and amortization .......0......c:ccceeeeeee 323,311 535,439 
Professional and special services ...............:.c00000. : 270,587 185,141 
Telecommunications .................0.... sbhonde eas: Geek 174,484 164,208 
WORKIN Ss STOUPIOXPENSCS cary pean eager tars 62,258 

DPISUV A COs em At cee oe sscce ee er ees 28,004 33,288 


10,362,988 DS535155 


FE a 
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SUMMARY PAGE 


LAURENTIAN PILOTAGE AUTHORITY 


MANDATE 


To establish, operate, maintain and administer in the interests of safety an efficient pilotage service in the St. 
_ Lawrence River between Les Escoumins and the north end of the St. Lambert Lock, in the Saguenay River and in 
the Bay of Chaleur. 


- BACKGROUND 


Established in 1972, the Authority provides pilotage services and has the power to make regulations, subject to the 
approval of the Governor in Council, which establish compulsory pilotage areas; prescribe the ships/classes of ships 
that are subject to compulsory pilotage, the circumstances under which compulsory pilotage may be waived and 

_ pilotage tariffs; and which cover the licensing of pilots and issuance of pilotage certificates. Tariffs must be fair and 
reasonable and sufficient to permit the Authority to operate on a self-sustaining financial basis. 


-CORPORATION DATA 
HEAD OFFICE Suite 1402 


1080 Beaver Hall Hill 
Montreal, Quebec 


H2Z 1S8 
STATUS — Schedule III, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
~DEPARTMENT Transport 
YEAR AND MEANS OF 1972; pursuant to the Pilotage Act (R.S.C. 1985, c. P-14). 
INCORPORATION 
CHAIRMAN AND CHIEF Jacques Chouinard 
EXECUTIVE OFFICER 


| AUDITOR The Auditor General of Canada 


| 


: FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


| 1987 1986 1985 1984 
_At the end of the year 

BON TASSCLS 2 ene anaes iieas Ce anna tree tee age 5.4 19 6.3 51 

See ligations to the private Sector... css0s.ccscstsvecsonssersesraeste cate 0.7 0.8 0.7 0.4 
meeersnications 10 Canadat ns, set Me ode Ren nil nil nil nil 
BIL OL Cana aon neers ete Re ate ea cee se lh Ra (0.6) 0.8 (0.3) (0.1) 
Cash from Canada for the year 

MEOUCSCLATV 5 iss ee et his Bee eee ces 1% 3 2.0 145 


BemOOn-DUd Set ary ss ise mate ners Aten a Bana tat aoa ohare, nil nil nil nil 
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LAURENTIAN PILOTAGE AUTHORITY 
AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


| have examined the balance sheet of Laurentian Pilotage Authority 
as at December 31, 1987 and the statements of operations, contributed 
capital, deficit and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Authority as at December 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Pilotage Act 
and regulations and the by-laws of the Authority. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
February 10, 1988 


BALANCE SHEET AS AT DECEMBER 31, 1987 


ASSETS 1987 1986 LIABILITIES 1987 1986 


$ $ $ $ 
Current Current 
(GAS bo hc tse Sete ca dc mate, 359,138 Bank loans seid enone iia ee ee ae ARO 712,595 750,000 
A CCOUNISINCCEIVADIC at aren naeese ner, oe eee eon ete 4,535,593 6,435,570 Accounts!payablezemerern: 021). tee eee 4,774,964 5,735,300 
4,535,593 6,794,708 5,487,559 6,485,300 
Fixed (Note 3) ne Provision for employee termination benefits............ 597,000 604,000 
Land, buildings, pilot boats and other facilities ......... 2,210,378 2,187,785 6.084.559 7.089.300) 
Less: accumulated depreciation .........0....00.0.cc ce 1,306,693 1,132,370 == ee | 


EQUITY (DEFICIENCY) OF CANADA | 


903,685 1,055,415 | 


Contributedicapitalleeesea aa eee eee 996,758 971,621 
DIS) Thel | Corser geeeeecorem rca morte tree ee ee eT (1,642,039) (210.798) 
(645,281) 760,823 
5,439,278 7,850,123 5,439,278 7,850,123 


Approved by the Authority: 
JACQUES CHOUINARD | 


Chairman 


YVON MATTE 
Member 
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LAURENTIAN PILOTAGE AUTHORITY—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1987 


1987 
$ 
Revenues 
RilotagechaTrgesenwee et tenements eee 27,182,029 
Interestand other revenueSi....25- ee ee-see eee 38,626 
Rewards for rescuing ships in distress—Net ...... 
27,220,655 
Expenses 
Pilots: fees,salanies and benefitsi.....2... 2... 23,157,963 
Operating costsiofipilotiboats... +. 2,671,772 
Stattesalanies:andubenctlts meme ear eee 1,570,402 
Professional services and members’ allowances 666,214 
Rentalst 23 seme ree 7 tree key. eee ae} 255,882 
COMMUNICATIONS, eee cee ee eee 147,733 
iliranspontation(andiinaVell were ee ene 125,685 
Financin GiCOStSeee acy ate: Boe eee eer eee ie 61,654 
Wtilittessmaterial andisupplics-....--- 60,010 
Badide DUS ec roe ee ees eee 30,119 
NIAINTENANCO Been ees cen cre renee 24,635 
Operate ere ae eee a ee 139,852 
28,911,921 
Netilossilonthesyean ste torneo ae ee ee 1,691,266 


STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED DECEMBER 31, 1987 


1987 


Balanceatsbesinningroh une: yearns. s tne seen eee 
Parliamentary appropriation to finance the previous year’s 

ACH MISLULONOLs TT KCOLASSCL See eereener oo Rete ernie: 
BSAA Ce rate NGuOi UChy Ca Ieee nrean tereerere ce een eee nero ee ee ee 


STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1987 


1987 
$ 
Balance at Deeinningof the year wees ee eee 210,798 
BEN CClOSSSOMUN CV eaten arte nch neces eee 1,691,266 
| Parliamentary appropriations to finance operating 
deficits 
Se DTeEVIOUSAV CA feet emanate a areata enn: (256,775) 
E-CUlreninyeariUNOle Sewer ce aoe ener 
Services provided without charge by a government 
cdenartimen trea ynes cet ae tte mere, eet (3,250) 
Balance at end of the year 1,642,039 


PO NBd 
996,758 971,621 


1986 


26,957,431 
1222 
9,986 


27,039,539 


22,253,678 
2,814,374 
1,693,947 

826,235 
236,651 
147,042 
137,336 
74,306 
63,146 
14,416 
21,391 
170,961 


28,453,483 
1,413,944 


1986 
$ 


971,621 914,293 


57,328 


1986 
$ 


1,207,576 
1,413,944 


(1,398,722) 
(1,000,000) 


(12,000) 
210,798 


245 
STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1987 
1987 1986 
$ $ 
Operating activities 
INGE LOSSpLOmtneny ca Taman tenet ee emer 1,691,266 1,413,944 
Non-cash items 
Depreciationn M rii keener otk te. (176,359) (182,169) 
Services provided without charge by a gov- 
ernmentidepartment (7. (3,250) (12,000) 
Decrease in the provision for employee ter- 
MiINationuDenelllseacee ayes ee ee 7,000 37,000 
1,518,657 1,256,775 
Increase (decrease) in accounts receivable ...... (1,899,977) 1,393,691 
Decrease (increase) in accounts payable ......... 960,336 (457,166) 
579,016 2,193,300 
Investing activities 
Additions to fixed assctsu ete. eae eens 24,629 PSN Shi/ 
Financing activities 
Parliamentary appropriations.....................00. (281,912) (2,456,050) 
Bank loan, net of cash 
Increase (decrease) for the year ...........0....000... 821-733 (237,613) 
Balance at beginning of the year ....................... 390,862 628,475 
Balanceiatendioitheyeaneme ee eee 712,595 390,862 


NOTES TO FINANCIAL STATEMENTS 


DECEMBER 31, 1987 


1. Authority and activities 


The Laurentian Pilotage Authority was established on Febru- 
ary 1, 1972 under the Pilotage Act. Its objectives are to establish, 
operate, maintain and administer in the interests of safety an effi- 
cient pilotage service within certain designated Canadian waters 
in and around the Province of Quebec. The Act provides that 
pilotage tariffs shall be fair and reasonable and assure a revenue 
which, together with any revenue from other sources, is sufficient 
to permit the Authority to operate on a self-sustaining basis. 

The Authority is a Crown corporation named in Part I of 
Schedule C to the Financial Administration Act. 


2. Significant accounting policies 
Fixed assets 


Fixed assets obtained from Canada when the Authority was 
established were recorded at the then assigned values. Fixed assets 
purchased subsequently by the Authority are recorded at cost. 

Fixed assets are depreciated using the straight-line method, at 
rates based on the estimated useful lives of the assets. 


Contributed capital 


The values assigned to the fixed assets obtained from Canada 
when the Authority was established and the net cost of fixed 
assets financed from parliamentary appropriations are recorded as 
contributed capital. 


Parliamentary appropriations 


Parliamentary appropriations received to finance the excess of 
expenditures over revenues are recorded in the year in which they 
are voted by Parliament, to contributed capital for that portion 
pertaining to the acquisition of fixed assets and to the deficit for 
that pertaining to operations. In this respect, operating expendi- 
tures include only those which require an outlay of funds. 
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LAURENTIAN PILOTAGE AUTHORITY—Concluded 


NOTES TO FINANCIAL STATEMENTS 


DECEMBER 31, 1987—Concluded 


Services provided without charge 


Estimated amounts for services provided without charge by a 
government department are included in expenses with an offset to 
the deficit. 


Pension plan 


Employees participate in the Superannuation Plan administered 
by the Government of Canada. The employees and the Authority 
contribute equally to the cost of the Plan. This contribution repre- 
sents the total liability of the Authority. Contributions in respect 
of current service and of admissible past service are expensed 
when paid. The terms of payment of past service contributions are 
set by the applicable purchase conditions, generally over the num- 
ber of years of service remaining prior to retirement. 


Employee termination benefits 


On termination of employment, employees are entitled to cer- 
tain benefits provided for under their collective agreements and 
their conditions of employment. The cost of these benefits is ex- 
pensed in the year in which they are earned. 


3. Fixed assets 
Details of fixed assets are as follows: 
1987 1986 
Accu- 
mulated 
depre- 
Cost ciation Net Net 
$ $ $ $ 
Land Bee ee eaten een 9,300 9,300 9,300 
Buildin gs4est eee 23,622 23,622 
Pilot. boatSeeeee eee eer. 1,386,892 829,733 557,159 665,654 
Furniture and fixtures ............ 143,384 78,766 64,618 51,089 
Communications equipment.. 179,399 134,634 44,765 61,427 
Boarding facilities ................... 216,689 132,909 83,780 99,019 
Wharf improvements.............. 169,033 SP Gls wlO9 872 seals, 325 
Leasehold improvements ........ 82,059 47,868 34,191 50,603 


2,210,378 1,306,693 903,685 1,055,415 


Depreciation for the year is $176,359 ($182,169 in 1986). 


The estimated useful lives for the principal categories of fixed 
assets for the purposes of calculating depreciation are as follows: 


Pilot boats 10 and 15 years 


Furniture and fixtures 10 years 

Communications equipment 10 years 

Boarding facilities 10 and 20 years 

Wharf improvements 20 years 

Leasehold improvements duration of the leases 
4. Pension plan 


The estimated unrecorded liability for employees’ past services 
is $65,600 as at December 31, 1987 ($69,600 as at December 31, 
1986). 


. Parliamentary appropriation 


On January 28, 1988, the Treasury Board approved a tempo- 
rary allotment of $500,000 from its Vote 5, Government Contin- 
gencies, prior to the release, in Supplementary Estimates, for 
1987-88, of an appropriation to cover the Authority’s cash deficit 
for the year 1987. 
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SUMMARY PAGE 


MARINE ATLANTIC INC. 
MANDATE 


To acquire, establish, manage and operate a marine transportation service, a marine maintenance, repair and refit 
service, a marine construction business and any service or business related thereto. 


BACKGROUND 


The company provides marine ferry services to Atlantic Canada. As CN Marine Inc., it was a subsidiary of Canadian 
National Railway Company. Pursuant to the Marine Atlantic Inc. Acquisition Authorization Act (S.C. 1986, C. 36), 
which was proclaimed on June 27, 1986, the company’s name was changed to Marine Atlantic Inc. and was added to 
Part I of Schedule III of the Financial Administration Act. At close of business on December 31, 1986, ownership 
was transferred to Her Majesty in right of Canada. In 1987 the corporation acquired the shares and operations of 
Coastal Transport Limited, which manages a ferry between New Brunswick ports and, as well, acquired the 
Newfoundland Dockyard Corporation, of St. John’s. These subsidiaries operate autonomously. 


CORPORATION DATA 


HEAD OFFICE 100 Cameron Street 
Moncton, New Brunswick 
EIC SY6 
STATUS —Schedule III, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS 1979; by the Canada Business Corporations Act. Status and 
OF INCORPORATION ownership changed as of December 31, 1986, pursuant to S.C. 1986, 
C36: 
CHIEF EXECUTIVE R. J. Tingley 
OFFICER 
CHAIRMAN J. D. Wilson 
AUDITOR Peat, Marwick, Mitchell & Co. 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1987* 1986 1985 1984 
At the end of the year 
VIC WW levee Woo by aceaie pric hlaivas ca, ape ean Ri cpesdecaeiseh Sea Bee eNO DSc et 335 B88) 361 364 
ObligaTiONS 10. LUC PTIVALC SCCLOS sean tac gacg ded Poe ona et ceca insas nil nil nil negl. 
Oblisations:to, Canada: -xcwennstee eae Patched: or sat ssa. nil nil nil nil 
——SPOPETILANG 01 Sih ana a anaes ee tated ede che ee (3) (6) 284 283 
Cash from Canada in the year 
Be -Dudsctany:cosati. tual Madeed).criomseniions bul Re. «05.0.0: 147 124 143 161 
TORRONE Cea Votes tee te EUE eet, “Phas ea ane tba tcces oe nil nil nil nil 


* Beginning in 1987, the financial data are from consolidated financial statements. 
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MARINE ATLANTIC INC. 


MANAGEMENT RESPONSIBILITIES 
FOR FINANCIAL REPORTING 


The consolidated financial statements presented in this Annual 
Report are the responsibility of Marine Atlantic Inc.’s management. 
They have been approved by its Board of Directors. 


Management prepared the consolidated financial statements in 
accordance with generally accepted accounting principles in Canada. 
The financial information contained in the Annual Report is consistent 
with the data presented in the financial statements. 


Marine Atlantic Inc. maintains books of account, systems of infor- 
mation, systems of financial and management control, as well as a 
comprehensive internal audit program which provide reasonable assur- 
ance that accurate financial information is available, that assets are 
protected, that resources are managed efficiently, and that transac- 
tions are conducted in accordance with relevant legislation and the cor- 
poration’s Articles of Association and by-laws. 


The Board of Directors oversees internal audit activities through its 
audit committee. The committee reviews matters related to account- 
ing, auditing, internal control systems, and the financial statements 
and annual report of the independent external auditors. 


D.J. Weaver 
Director General 
Finance and Planning 


R.J. Tingley 
President and Chief 
Executive Officer 


CONSOLIDATED BALANCE SHEET DECEMBER 31, 1987 
(with comparative figures for 1986) 
(in thousands of dollars) 
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AUDITORS’ REPORT 


TO THE HONOURABLE JOHN CROSBIE 
MINISTER OF TRANSPORT 


We have examined the consolidated balance sheet of Marine Atlan- 
tic Inc. as at December 31, 1987 and the consolidated statements of 
income, deficit and changes in financial position for the year then 
ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the Corporation as at December 31, 1987 and 
the results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted accounting 
principles which, except for the change in the method of accounting for 
pension costs and obligations explained in Note 3, have been applied 
on a basis consistent with that of the preceding year. 


We further report that, in our opinion, the transactions of the Cor- 
poration that have come to our notice in the course of our examination 
of the financial statements have, in all significant respects, been in 
accordance with Part XII of the Financial Administration Act and 
regulations, the charter and by-laws of the Corporation. 


Peat, Marwick 

Chartered Accountants | 
Moncton, Canada 
February 15, 1988 


sss ES - -- mn”n»gwes ooo 


ASSETS 1987 1986 
Current assets 
Cash ese fe see eee ees ae eres 3,420 7,534 
ACCOUNTS LECCIVA DIS wertsc tree eerieers ee eeneco ies Conese setamerceeatg SAN) Sys iATal 
Inventory of fuel and supplies ............ccc eee etree 6,541 5,688 
Work im Progress ..ccc..c.ccccccccecessesectereccerectonsrsonsetenvcconersorentes 701 
Prepaid EXPenses ............ccsecsecsecceseeceeresseeseeneneeneeneaneenenessetas 2,608 2,117 


Motalieurrent aSSetSeme ce eee ants arsenate 22,140 21,116 


Long-term receivables oo... essccccccsccscneescnrenonesstnconssenssnsnnens 245 175 


Fixed assets and deferred charges (Note 4) ..........:eees 312,605 318,128 


334,990 339,419 


LIABILITIES AND SHAREHOLDERS’ 


DEFICIENCY Sete 
Current liabilities 
Accounts payable and accruals............:::e:ceeteens 22,580 19,642 
Deferred government and other contract revenue...... 708 7,549 
Deferred capital assistance.........:cccceie rete: 625 
Note payable (Note 5)... esseeeeeeeeen 424 
Motalicurrent) liabilities ce. ceseteceresceeseenteeene penne 24,337 27,191 
Long-term debt (Note 6).......::.::c:ccsecesceeseeeeietietitteees 8,065 
Provision for capital assistance (Note 7) ........:.e:eees 305,369 318,128 
SHAREHOLDERS’ DEFICIENCY 
Capital stock 
Common shares without par value 
Authorized—Unlimited number 
Issued and fully paid—S17,061 shares.............0.2: 258,530 258,530. 
1B YS Yoh | eed Beene mt 8 Bes Fs ee es Ren Poe bai (261,311) (264,430) 
Total shareholders’ deficiency ............:ccccecetee (2,781) (5,900) 
Commitments and contingencies (Notes 8, 9 and 10) 
334,990 339,419 


OND ie cee Mage tek oye BY i 5 SS Se ee 


See accompanying notes to consolidated financial statements. 
On Behalf of the Board: 


J.D. WILSON 
Director 


R. J. TINGLEY 
Director 
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MARINE ATLANTIC INC.—Continued 


CONSOLIDATED STATEMENT OF INCOME 
YEAR ENDED DECEMBER 31, 1987 

(with comparative figures for 1986) 

(in thousands of dollars) 


1987 
RCOMMeErCial TEVENUES cee ee MO eae ee 62,697 
Wiesselire parse. miter: MAA L Meat laneE LAE, rebel ARE Aided feet doa tiee 5,290 
67,987 
Operating expenses 
Marine Atlantic Inc Wa3225 
O)HeISENVICeSsemrce ee cre eset sete ene earn eee 13,223 
Depreciation and amortization ...0.0...0.0.0.0:0ccceeeereeeeee 20,563 
207,009 
139,022 
Governmenticontractinevenueee ares ees terete. ee 115,014 
Subsidies and contracted Services ..............0c:cccccsesseessseeenseens 5,113 
Reduction in provision for capital assistance (Note 7)......... 20,363 
Interest andl OtneeunCOINe eae cosas oer acntanrce seen -e 1,651 
142,141 
INetrincome fortheiyean (Noted)... see). see eae 3,119 
See accompanying notes to consolidated financial statements. 
CONSOLIDATED STATEMENT OF DEFICIT 
YEAR ENDED DECEMBER 31, 1987 
(with comparative figures for 1986) 
(in thousands of dollars) 
1987 
Retained earnings (deficit), beginning of year........ (264,430) 
NE InCOITIeN Oates caieenmcr aerate rete ete ners 3,119 
(261,311) 
Less: adjustment for capital assistance (Note 7).... 
DCTICI(ENCOMVCAT ics eee ne eee (261,311) 
See accompanying notes to consolidated financial statements. 
CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1987 
(with comparative figures for 1986) 
(in thousands of dollars) 
1987 
Operating activities 
INcGinconienOmine Vealanar ae one rier ce ey 3,119 
Add (deduct) 
Items not affecting working capital... 196 
Net changes in non-cash working capital balances 
TEIATING LO ODETAtlONS 6 eersen eee eee ee (1,510) 
Deferred government and other contract revenue......... (6,841) 
Cash provided by (applied to) operations.................. (5,036) 
Investing activities 
Additions to fixed assets and deferred charges ................. (15,143) 
Net proceeds on disposal of fixed assets .......0...0.ccceeeee 4 
Change in accounts payable—Fixed assets .......0.0.00.000. (888) 
EONZ=LCLMNTECEIVADICS Foo cncst ep hance caer eke eacbeaci arse (70) 
Cash applied to investing activities ............cccceeees (16,097) 
Financing activities 
Belnctrease in long-terin CeO be .ce cee eee errs ics 8,657 
_ Payments on note payable................00.... Pech Sabet te hen (219) 


Cabital assistancer merase eee treme cere ees 8,581 
Collections from CNR and shipbuilding subsidies ........... 


Cash provided by financing activities... 17,019 
‘Increase (decrease) in cash during the year .............ccee (4,114) 
Cash, beginning Oftyeac 2 tee een eens 7,534 
MST ONG Of VCAT ee achatenete a cose ece a weer ant arte teeeee ee 3,420 


See accompanying notes to consolidated financial statements. 
; 


; 


1986 
56,043 


56,043 


179,754 


15,874 
195,628 
139,585 
122,966 


15,874 
1,744 


140,584 
999 


1986 


25,166 
999 


26,165 
(290,595) 


(264,430) 


1986 


999 
(693) 


1,791 
7,367 


9,464 


(43,081) 
693 

(2,309) 
43 


(44,654) 


1,410 
41,232 


42,642 
7,452 
82 
7,534 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1987 
(in thousands of dollars) 


Ie 


No 


Nature of operations and authority 


Bill C-88, the Marine Atlantic Inc. Acquisition Authorization 
Act was proclaimed in 1986. In accordance with the Act, the Cor- 
poration’s articles restrict the business that it may carry on to the 
acquisition, establishment, management and operation of a 
marine transportation service, a marine maintenance repair and 
refit service, a marine construction business and any service or 
business related thereto. 


The Corporation’s activities are also governed by agreements 
negotiated with the Government of Canada. The agreements pro- 
vided, among other things, for the Corporation to receive contract 
revenues from the Government of Canada to the extent that the 
estimated cost of providing ferry, coastal, terminal and water ser- 
vices is not recovered from estimated commercial revenues. In 
addition, and subject to parliamentary appropriations, amounts 
are received to finance the acquisition of fixed assets on a proven 
cash needs basis. The allocation of funds received in respect of 
contract revenue and the acquisition of fixed assets are subject to 
ministerial directive. As a result, the Corporation is economically 
dependent on the Government of Canada for the funds it receives 
through these arrangements. 


. Significant accounting policies 


Basis of presentation 


In 1987, the Corporation acquired all of the outstanding shares 
of Coastal Transport Limited and Newfoundland Dockyard Cor- 
poration as of January 1, 1987 and March 31, 1987 respectively 
from CNR at the original cost to CNR, reduced by a cash contri- 
bution provided by the Government of Canada to effect the acqui- 
sition. Details of the acquisitions are as follows: 


Gurrent/assetsie eee 2, SPOR Oe 2 EAA Ee Lee 3,334 
Current liabilities?) Je Se resi Bee 2,435 
Working capitall.2.278. tees, 20 ed. A eee 899 
Fixed assets, net of contribution by the Government of Canada 
Of{S2Si5 9 Ontal: wend. ned. erie Eee ae ee AE, ene 7,791 
8,690 
Debit assumed ....... eee Bagh. eoleaec es. gece eee ye: 8,657 
Cashiconsiderations nian tele ieee ene SOs LF eestor 33 


For 1987, these consolidated financial statements include the 
accounts of the Corporation and its wholly-owned subsidiaries. All 
intercompany transactions have been eliminated in these con- 
solidated financial statements. 


Inventory of fuel and supplies 


Inventories are valued at the lower of cost and replacement 
cost. Cost is determined on a weighted-average basis. 


Fixed assets 


Fixed assets are carried at the cost to acquire them less 
accumulated depreciation. Due to a change in funding arrange- 
ments with the Corporation’s shareholder in 1986, and as 
explained further in Note 7, a provision for those capital costs not 
considered recoverable from future revenue sources has been 
made and was charged to retained earnings in 1986. 


Depreciation 


Depreciation is calculated at rates sufficient to write off fixed 
assets over their estimated useful lives generally on a straight line 
basis. The rates for significant classes of assets are as follows: 


Vessels 5% 
Terminal properties 2.5% 
Equipment 10%, 12.5% and 25% 


Deferred charges 


Deferred charges are accounted for at cost less accumulated 
amortization. They are being amortized to income on a straight 
line basis over periods not exceeding 60 months. 
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MARINE ATLANTIC INC.—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Continued 


Government contract revenue 


Revenues received under contract to provide ferry service to 
Atlantic Canada are based on operating budgets approved by the 
Government of Canada for each year and are included in income 
in the year received to fund operating expenses in excess of com- 
mercial revenues. Deferred contract revenue at December 31, 
represents January government contract revenue received by the 
Company before December 31. 


Accruals for vacation pay and vessel refits are reduced to the 
extent that the amounts are reasonably assured of being paid and 
recovered from future contract revenues to be received from the 
Government of Canada. 


Capital assistance 


Amounts received from the Government of Canada to finance 
the acquisition of fixed assets are recorded as deferred capital 
assistance in the year in which they are reasonably assured of 
being received, and are amortized to income on the same basis 
and over the same periods as the related fixed assets are 
depreciated. Deferred capital assistance as at December 31, 1987 
represents capital assistance received before the related capital 
expenditures has been incurred. 


Foreign currency translation 


Monetary assets and liabilities denominated in a foreign cur- 
rency are translated at exchange rates in effect at the year end. 
Other assets and liabilities, revenues and expenses are translated 
using exchange rates in effect at the date of the transaction. Gains 
and losses arising on translation are included in net income. 


Employee compensation 
Pension plans 


Substantially all of the Corporation’s employees are covered by 
a defined benefit retirement plan. Pension costs related to benefits 
earned by employees in the current year are charged to income. 
The value of the accrued pension benefits for services rendered to 
December 31, 1987, of $184 million, has been determined by the 
Corporation’s actuaries using best estimated assumptions pro- 
vided by management. The pension fund assets of $149 million as 
at December 31, 1987 have been valued using market related val- 
ues calculated on a basis whereby they will be adjusted to market 
values over a 5 year period. 


The net deficiency at January 1, 1987 for the plan is being 
amortized on a straight line basis over the estimated average 
remaining service lives of the related employee group. 


Personal injury costs 


Certain employees, retired as a result of injury, receive speci- 
fied pension benefits. The Corporation recognizes the benefit pay- 
outs as an expense in the year paid. 


Vessel spare parts 


The Company maintains spare parts for vessels in service. The 
cost of spare parts is charged to operations in the period the pur- 
chase is made. 
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3. Change in accounting principle 


Effective January 1, 1987, the Corporation adopted the new 
accounting recommendations of the Canadian Institute of Char- 
tered Accountants for pension costs and obligations. The standard 
requires that for defined benefit plans, the difference between the 
accrued pension benefit and the value of the pension fund assets 
be measured at the date of implementation and amortized to 
income on a prospective basis. In addition, the cost of current pen- 
sion benefits earned are included in income in the year the related 
employee service has been rendered. In the past, the company had 
included its pension cost on the same basis as it had funded the 
plan. The effect of this accounting change to the current period is 
considered insignificant. 


. Fixed assets and deferred charges 


1987 1986 
Accumulated 
depreciation Net Net 
and book book 
Cost amortization value value 
(in thousands of dollars) 
Wand tec ce re 604 604 
Vessels 65,009 223,206 236,351 
Terminal properties....... 84,561 18,438 66,123 65,388 
Equipmentrere cc 18,898 9,196 9,702 3,241 
Leasehold improve- 
ments ee 255 90 165 179 
392,533 92,733 299,800 305,159 
Assets under construc- 
HON eee 8,303 8,303 IAL) 
400,836 92,733 308,103 312,438 
Deferred charges........... 6,128 1,626 4,502 5,690 
406,964 94,359 312,605 318,128 


ooo eee 


. Note payable 


The note payable, which was assumed on the acquisition of the 
MV Grand Manan and in connection with the purchase of the 
shares of Coastal Transport Limited, bears interest at the rate of 
95/s% per annum and is due August 1, 1988. 


. Long-term debt 


Government of Newfoundland debenture, with interest at the 
rate of 16.55% per annum and maturing in 2008, payable by sub- | 
sidiary, Newfoundland Dockyard Corporation. Under the terms” 
of the debenture, payment of non-cumulative annual interest and 
principal are required to the extent that annual funds are avail- 
able from Newfoundland Dockyard Corporation. To date, no pay- 
ments have been required. At maturity, the unpaid balance of the 
principal amount of the debentures shall cease to be an obligation 
of the Newfoundland Dockyard Corporation. 


. Provision for capital assistance 


In accordance with changes in 1986 in the contractual funding 
agreements, future depreciation and amortization on those fixed 
assets and deferred charges acquired prior to January |, 1987, 
and which has substantially been financed through the issue of 
capital stock, were no longer recoverable under contracts with the 
Government of Canada. Management considers it unlikely that 
the Corporation will generate sufficient commercial revenue to 
recover these costs. Accordingly, in 1986 management provided 
$290.6 million (after net related deferred income taxes of $44.6 
million) as an adjustment to retained earnings. This provision for 
capital assistance is reduced as the related assets are depreciated, 
amortized or upon their disposition. 
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MARINE ATLANTIC INC.—Concluded 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Concluded 


8. Commitments and contingencies 


(a) The Corporation has been directed by the Government of 
Canada to contract with a shipbuilder for a new vessel. The 
directive authorizes an expenditure of $130 million, subject 
to an economic price adjustment, of which the Corporation 
was required and has paid $5 million which is included in 
assets under construction. The balance will become payable 
by the Corporation upon delivery of the vessel, scheduled for 
1989. 


The total amount required to complete contracted fixed 
assets under construction at December 31, 1987 is estimated 
to be $130 million (1986—$134.7 million). 


(b) The Corporation has received a claim of approximately $14 
million plus interest from the builder of one of the Corpora- 
tion’s vessels. The Corporation has filed a claim of approxi- 
mately $14 million plus interest against the builder. An arbi- 
tration of this matter was completed in October, 1986 and 
the Corporation is awaiting the decision of the arbitrators. 
The final outcome of this matter cannot be determined at this 
time. 


The Corporation is also in receipt of claims, an estimated $1 
million of which are in litigation and another $1.9 million of 
which has not yet reached litigation; however any final deter- 
mination as to the Corporation’s exposure is presently 
unknown. 


9. Operating leases 


The Corporation makes use of property which is available 
through operating leases. The minimum lease payments are as fol- 


lows: 

NOS Site saeeeeeh a ew ck neva ete nannies a7 2, 932 
[EER 3c tbe nn casera epee aise a tanita Rae en 481 
TODO eee d ny The eter sealer eR ee ee RES 443 
LO OI errr rater ne reee se tev arte neeme eeunim Mt ia suo nah 364 
IO aac iat Sealey so ore er ose eget Anne ana 354 
IEE Se oe desert al ae Rca ike Al pe cea Rte See pdt 354 
Total minimum) lease payments ---...0-- 2-0. ae ee 2,928 


(10. Vessel charter 


The Corporation charters vessels to complement its existing 
fleet. The minimum vessel charter payments are as follows: 


LOSS terrence ett eerie eerste eer aat meet Meret tm res Daltoo 

WES Se Ne atonal pa ar PEE ee eget ne ne IR 2,139 

TSO Os ec Wane a eae ey ae eee Ue Ned rer Pee rane 1,684 

Lee) BES see he a ene RE ene A ote PE ee eRe 760 
6,722 


11. Income taxes 


The Corporation has not been prescribed as a taxable Federal 
Crown Corporation under the Canadian Income Tax Act. 
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MINGAN ASSOCIATES, LTD 


MANDATE 


To purchase land for eventual disposition. 


BACKGROUND 


Ownership of the corporation was purchased for Canada in 1983 to obtain the land and fishing rights it owns. Those 
assets are to become Indian reserve property and, as a first step, they have been transferred to the Crown in right of 
Canada. The further steps towards reserve status are underway now and the corporation is in position to be dissolved. 


CORPORATION DATA 


HEAD OFFICE 10 Wellington Street 
18th Floor 
Les Terrasses de la Chaudiére 
Hull, Quebec 


K1A 0H4 
STATUS — Schedule III, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable William H. McKnight, P.C., M.P. 
DEPARTMENT Indian Affairs and Northern Development 
YEAR AND MEANS OF 1983; by Order in Council P.C. 1983-4029; a corporation under Part 
INCORPORATION 1A of the Quebec Companies Act. 
CHAIRMAN AND CHIEF Vacant 
EXECUTIVE OFFICER 
FINANCIAL SUMMARY This is not an operating company. Total assets have only nominal 


value. 
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MINGAN ASSOCIATES, LTD. 


THE CORPORATION HAS NEGLIGIBLE ASSETS AND WAS INACTIVE 
DURING THE REPORT PERIOD 
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SUMMARY PAGE 


MONTREAL PORT CORPORATION 


MANDATE 

Administration, management and control of the Montreal harbour and all the works and property within the harbour 
previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the National 
Harbours Board. 


BACKGROUND 

The Montreal Port Corporation was established on July 1, 1983, pursuant to the national ports policy to create local 
port corporations at the major ports and harbours previously under the centralized administration of the National 
Harbours Board and, since February 1983, the Canada Ports Corporation. The Port of Montreal is the largest on the 
east coast of Canada and handles more diversified traffic than any of the other ports previously administered by the 
Canada Ports Corporation. The port handled 21.9 million tonnes of cargo in 1987 including 4.1 million tonnes of 
grain and 5.5 million tonnes of containerized cargo. 


CORPORATION DATA 


Edifice du Port de Montréal 
Cité du Havre 

Aile No. 1 

Montréal, Québec 

H3C 3R5 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 


— Schedule III, Part II 
— an agent of Her Majesty 


The Honourable Benoit Bouchard, P.C., M.P. 


DEPARTMENT Transport 
YEAR AND MEANS OF 1983; letters patent of incorporation issued by the Minister of 
INCORPORATION Transport pursuant to subsection 25(1) of the Canada Ports 


Corporation Act. 


CHIEF-EXECUTIVE Dominic J. Taddeo 


OFFICER 
CHAIRMAN Ronald Corey 
AUDITOR Samson Bélair 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1987 1986 1985 1984 

At the end of the period 

AN OCA GA SSOES, 0 deren telee ioe tai tite cep eae Nae ict eh aoe ans ce 221.4 pA WH. pene Dalen 

Obhgations to shewrivate SectOre nena ee ee nil nil nil nil 

blimations to Canada: ics. chats cee eates acre ease eines As 140.7 141.1 141.4 

Panity or Canad acne. sac ieee cee ee te ee 199.0* (47.6) (2:3) (22.1) 
Cash from Canada in the period | 

eres DG DCLALY oo tetas star INO en cc ee Ree Metco ee BREE nil nil nil nil 

mot NON OUGROLAT Vics chiss rcsate ae tacdee mere oe ie cee ee nil nil nil nil 


* In 1987, $133.0 million loan principal outstanding was forgiven by Canada. That amount, with related interest 
forgiven, was added to the corporation’s contributed capital. 
** Takes no account of special contributions to Canada in 1986 of $55.0 million and a further $4.1 million in 
dividends declared in 1986 and $4.6 million declared in 1987. 
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MONTREAL PORT CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE JOHN CROSBIE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the statements of income, contributed capital, 
contributions to Canada, retained earnings and changes in financial 
position of the Montréal Port Corporation for the fiscal year ended 
December 31, 1987 and its balance sheet at that date. Our examina- 
tion was made in accordance with generally accepted auditing stand- 
ards, and accordingly included such tests and other procedures as we 
considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the results 
of operations and the changes in the financial position of the Corpora- 
tion for the year ended December 31, 1987 and its financial position at 
that date in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with the 
Financial Administration Act and Regulations, the Canada Ports Cor- 
poration Act, and the by-laws of the Corporation. 


Samson Beélair 

Chartered Accountants 
Montréal, Canada 
February 11, 1988 


BALANCE SHEET AS AT DECEMBER 31, 1987 
(in thousands of dollars) 


ASSETS 1987 1986 
Current 
Cashitere arse ee ee eS 632 567 
InvestmentsiNotes) fas. Aes ee eee. eee 36,025 27,280 
Accountsreceivablete- Seo SS. cae e. ce, AIRY 10,596 13,206 
Materialsrandisupplies-#ur. wesreete s.r ent eee 859 832 
48,112 41,885 
INVESUINENISHCN OlerS Reus Re Rieter tc are ceric et 39,395 39,218 
BTXECTASSCtSIUINOLE A ee eee tte eet eee eee ae 139,489 130,682 
Other MOS FIO. LE GEO Leo e See Sa ee 433 459 


227,429 212,244 
On behalf of the Board: 


RONALD COREY 
Chairman 


DOMINIC J. TADDEO 
General Manager and Chief Executive Officer 


LIABILITIES 


Current 


Accounts payable and accrued liabilities (Note 5)........... 


Dividends payable.......... 


Grants inilieuof municipal taxess=e.2ee.er er 


Long-term 


Accruediemployee benefits erent eee ees 
oansifromi@anadal(INotelO)imn ee eee eee 


EQUITY OF CANADA 


Contributed capital............. 


Contribution to'Ganada (Note) ie ee ee 


Retained earnings (deficit) 


1987 


11,260 


5,000 
16,260 


225 
6,968 


125193 


183,569 


15,407 
198,976 
227,429 


255 


1986 


8,590 
4,136 
3535 


16,041 


5,283 
238,508 


243,791 


19,243 
(59,119) 

(7,712) 
(47,588) 
212,244 
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MONTREAL PORT CORPORATION—Continued 


STATEMENT OF INCOME 
FOR THE YEAR ENDED DECEMBER 3], 1987 
(in thousands of dollars) 


1987 1986 

RevenueifromioperationS ae me. anes ee eee eee eee 59,770 56,659 
Operating and administrative expenses ............0..:ceeee 38,530 39,690 
Depreciationteencec. sc eee tan ene ee em eee ree 8,926 7,254 
Grantsinilicutotsmunicipalitaxcsmeeetn siete eer eater tee 3,954 3,873 

51,410 50,817 
Netincome:fromioperations #..2se, ane eee eee 8,360 5,842 
InvestmentyInCOMen care cece cetera iene eee ee ee a oy 7,529 8,446 
Interest: expens@accaen mer eer erro, aes Oe eee err eek (482) (503) 


7,047 7,943 


INetiincometorthesy cate renee cae an emne se ercen nes 15,407 13,785 


STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 


1987 1986 
Balance;atibep inning ee ee 19,243 19,243 
Rorgivenessiotiloansi(Note.6) eames eam eee ree PMNS 
Contributions to Canada (Note 7) ...........cccccccsceneeeeee (59,119) 
Eliminationotcdetictt (Notes) ere ac eee eee (7,712) 
Balancesa tender oy tee ee eee cen ee 183,569 19,243 


STATEMENT OF CONTRIBUTIONS TO CANADA 
FOR THE YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 


1987 1986 
Balance Depinnin Sansa ae meer eer ere eee ar esc SeS 
Specialicontributions forthe yeate...0 0... ee 54,983 
Dividendron/netuncome for the year... 0... cee 4,136 
Reclassification to contributed capital (Note 7) .....0.0.00..... (59,119) 
Balaniceratrend teers teste ce styrene err ee $9,119 


STATEMENT OF RETAINED EARNINGS (DEFICIT) 
FOR THE YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 


1987 1986 


Balance at beginning ......... (7,712) (21,497) 


Elimination of deficit (Note 8). ~~ IND 
Netiincome forthicnyea tie tentsn ccs niece sncen pve O40 mm 
Balance atvendy: 2. /ttescuts fe. Aiea, eee so sees nts cys 15,407 GTA2) 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 


1987 1986 
Inflow (Outflow) of cash related to the following activities 
Operating 
Netincome.fortheiyeaten een ecient te eee 15,407 13,785 
Items not affecting cash 
Depreciation cse0 ere cece en ees 8,926 7,254 
Other. vite! SORAa Ee AE ae SOMA fee 360 871 
24,693 21,910 
Changes in non-cash operating working capital balances 2,461 (3,175) 
27,154 18,735 
Financing 
Repayment of current portion of loans from Canada ...... (361) (339) 


(54,983) 
(361) (55,322) 


Contributionsito.Ganadar wees atee en ee 


Investing 
Acquisition of long-term investments. ............0.0.000cceee (177) (177) 
Receiptiof lonp-termireceiva Dies aceasta 26 93 
Acquisition ofpfixediassetsaew.- seme. eee ene: (17,832) (15,374) 
(17,983) (15,458) 
Increase/(Gecrease) simi casny seems eae eer 8,810 (52,045) 
Cashiatsbeg inning seen. erence a eee mere eer reer 27,847 79,892 
Cashiat Gnd i ieccco cSt heectecl eee ee ts Bn a aa fs oe ce 36,657 27,847 


Cash comprises cash and current investments. 


NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1987 


1. Status 


The Montréal Port Corporation (the Corporation) was incorpo- 
rated by letters patent in accordance with paragraph 6.2(1) of the 
Canada Ports Corporation Act on July 1, 1983. 

Under Section 6.5 of the same Act, on the establishment of a 
local port corporation, all rights, obligations and liabilities of the 
Canada Ports Corporation in relation to that harbour shall 
become rights, obligations and liabilities of the local port corpora- 
tion and the administration of all such property and works within 
the limits of that harbour as are administered by the Board, shall 
be deemed to have been transferred to the local port corporation, 
in this case the Montréal Port Corporation. 


2. Significant Accounting Policies 


(a) Fixed Assets and Depreciation 


Fixed assets are recorded at original cost with related 
accumulated depreciation transferred from Canada Ports 
Corporation; subsequent acquisitions are recorded at cost. 
Depreciation on fixed assets is calculated according to the 
straight-line method for the full year, commencing in the 
year the asset becomes operational, using rates based on the 
estimated useful lives of the assets. 


(b) Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by the 
Government of Canada. Contributions to the plan are 
required from both the employees and the Corporation. 
These contributions represent the total liability of the Corpo- 
ration and are recognized in the accounts on a current basis. 
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MONTREAL PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1987—Concluded 


(c) Grants in lieu of municipal taxes 6. 


Grants in lieu of municipal taxes are based on estimated 
municipal assessments adjusted in accordance with the 
Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Pub- 
lic Works Canada. Any adjustments upon finalization are 
reflected in the accounts in the year of settlement. 


(d 


— 


Employee benefits 


The Corporation accrues in its accounts annually the 
estimated liabilities for severance pay, annual leave, sick 
leave and overtime compensatory leave, which are payable to 
its employees in subsequent years under collective agree- 
ments, or in accordance with Corporation policy. 


3. Investments 


Funds are invested in Government of Canada direct securities 
and guaranteed by the Government of Canada which are shown at 
amortized cost, with premiums or discounts amortized over the 
periods to maturity. As at December 31, 1987, the market value 
of the short-term investments is equivalent to their amortized cost, 
and market value of long-term investments is $42,636,000 
($46,246,000 in 1986). 


4. Fixed assets 


1987 1986 Ue, 
Accu- 
Depre- mulated 
ciation depre- Net Net 
rates Cost ciation value value 
% (in thousands of dollars) 
land oe 19,113 19,113 19,058 8. 
Dredging.............. DS 15,825 12,087 3,738 3,823 
Berthing  struc- 
turesso ies: 2.5 59,231 37,637 21,594 21,962 
Buildings.............. 2.5-10 67,734 29,151 38,583 32,827 
Whtilitiessenees eee 3.3-10 15,270 6,705 8,565 7,526 
Roads and _sur- 9 
facese..-2e es 2.5-10 38,908 12,008 26,900 20,375 
Machinery and 
equipment........ 5-20 51,609 31,254 20,355 13,527 
Office furniture 
and equipment. 20 1,478 1,034 444 567 


269,168 129,876 139,292 119,665 
Projects under 
construction ..... 197 LOO 


269,365 129,876 139,489 130,682 


10 
5. Accounts payable and accrued liabilities 
Included in accounts payable and accrued liabilities are 
amounts for deferred revenues of $979,612 ($652,589 in 1986) 
and for the current portion of long-term liabilities of $383,111 
($360,576 in 1986). 
1] 


257 
Loans from Canada 
1987 1986 
(in thousands 
of dollars) 
Loans bearing interest at 6.25% with blended annual 
principal and interest repayment requirements of 
$842,561 and maturing in the year 2000 ................. Tes Slee 
EeSS.CUTTENL POLLON incest eee 383 361 
6,968 7,351 
Non-interest bearing loans with indefinite due date ... 132,995 
Accrued interest on loans not due nor payable ............ 98,162 


6,968 238,508 


During the year, the non-interest bearing loans with indefinite 
due date and the related accrued interest in the amount of 
$231,157,000 were forgiven by Canada. This amount has been 
credited to Contributed Capital. 

Principal repayment requirements over the next five years 
amount to: 


$ 
1 8 Ba cee satya eneu twdanu sols uvanseneeriar nares aidan oer a teaye Screen MN ae 383,112 
DOO cate seers Nei ted a Cee eR aster a cra tee eater oan ee 407,056 
1S Oecd octiso san OLN Sgt an ME A arte cee aE Lane nee eg ter 432,497 
LE A seats pvr Belyc ener eae tne Cn eiy alle Re a ed Ot ORE oe 459,528 
ae Aree er cee Ha TO Co MEP a green tr earch |r pe ere ences 488,249 


Contributions to Canada 


The dividend declared in 1986 and payments from excess cash 
made to Canada in the same year treated as Contributions to 
Canada in the amount of $59,119,000, have been reclassified to 
Contributed Capital. 


Equity of Canada 


During the year, the Minister of Transport has approved the 
elimination of the deficit as at January 1, 1987, in the amount of 
$7,712,000, with a corresponding reduction in Contributed Capi- 
tal. 


. Contingencies 


Claims aggregating approximately $6,318,000 in respect of 
lawsuits, guarantees and damages allegedly suffered on the Cor- 
poration property and sundry legal matters in dispute have been 
made against the Corporation but are not reflected in the 
accounts. In the opinion of the Corporation, its position is defen- 
sible and the final outcome of such claims should not result in any 
material loss. 


. Commitments 


(a) Contractual obligations for the completion, construction and 
purchase of fixed assets are estimated at $1,500,000. 


(b) In accordance with a decision by the Government of Canada, 
the Corporation is required to issue a dividend, in respect of 
the 1987 fiscal year, set at 30% of net income and payable 
before March 31, 1988. This dividend would amount to 
$4,622,100 and would be applied against retained earnings. 


. Related Party Transactions 


In the ordinary course of business, the Corporation enters into 
transactions with related parties, including the Government of 
Canada, its agencies and other Crown corporations. 

The Corporation derives revenues from related parties princi- 
pally from grain warehousing and switching charges. The 
expenses paid to related parties are principally administration 
fees. 
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SUMMARY PAGE 


NATIONAL ARTS CENTRE CORPORATION 


MANDATE 


To operate and maintain the National Arts Centre; to develop the performing arts in the National Capital Region; 
and to assist the Canada Council in the development of the performing arts elsewhere in Canada. 


BACKGROUND 


In 1969, the corporation was given the lease of the National Arts Centre complex for twenty years without charge. 
The corporation’s revenues meet about SO per cent of its cash requirements; payments from Canada cover the 
remainder. The corporation is a charitable organization for the purposes of the Income Tax Act. 


CORPORATION DATA 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 


DEPARTMENT 


YEAR AND MEANS 
OF INCORPORATION 


CHIE EXECUTIVE 
OFFICER 


CHAIRMAN 


AUDITOR 


1 Confederation Square 
Ottawa, Ontario 
KIP 5W1 


— exempt from the provisions of divisions I to IV of Part X of the 
Financial Administration Act 
— not an agent of Her Majesty 


The Honourable Flora MacDonald, P.C., M.P. 


Communications 


1966; by the National Arts Centre Act, (R.S.C. 1985, c. N-3). 


Yvon DesRochers 


Robert E. Landry 


The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends August 31. 


At the end of the period 


Total Assets.227/sa4 Senay oo biaow Dae 

Obligations to the private sector* 

Obligations to Canada ..................0.... 

Equitwot Canadaioei .2atce. dsteis. 2 
Cash from Canada for the period 

me UU PCLAL We Lear er tee cert. 

sees STON DUR OLS TY cn castes ants vhe se Blues 


* These are advance ticket sales. 


1986-87 1985-86 1984-85 1983-84 


Nid ee , Ae renee gh 67 14.7 14.1 
pene ee ee ek) Balk 2.4 2.8 2.0 
me Mane sabk be ae fk sie nil nil nil 0.1 
ee ee 1.6 [el negl. (0.4) 
Oe rd a i 14.9 16.9 158 S35 
Py FERENCE nil nil nil nil 
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NATIONAL ARTS CENTRE CORPORATION 
AUDITOR’S REPORT 


TO THE CHAIRMAN OF THE BOARD OF TRUSTEES 
NATIONAL ARTS CENTRE CORPORATION 


| have examined the balance sheet of the National Arts Centre Cor- 
poration as at August 31, 1987 and the statements of revenue and 
expenses, surplus and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as | considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at August 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 


Ottawa, Canada 
October 30, 1987 


BALANCE SHEET AS AT AUGUST 31, 1987 


ASSETS 1987 1986 LIABILITIES 1987 1986 


$ $ $ $ 
Current Current 
aS irene ree art ert ee ee ee ccnc rst eter 3,853 Banksoverd ta fitpesesateerey ieee ert ee eee 16,697 
Short-tenminvestmentS<c. en ee 331,321 876,889 Accounts payable and accrued liabilities 
ACCOUntS TecelVabDlel(INOtG:3))itee en a en ee 2,096,063 1,400,293 (NOC) Soy -pecth ee t eoee  e eee 2,255,204 2,243,881 
lnventoties: (NOt) none ern eee ee 422,555 467,144 Deferred revenue (Note’8)..... 2,711,146 2,407,824 
ProgramimnestMiprogiess emt ere e eae erty ee 791,002 $11,335 Deferred parliamentary appropriation 
Prepaidiexpenses: (INOte.) eusme ts eee 214,100 342,067 Extraordinary building repairs (Note 9) ...... 300,389 461,086 
3,858,894 3,597,728 5,266,739 5,129,488 
IXedrassetss (INO) ie see vere ores crete en eee 3,395,117 3,097,229 Long-term obligation under capital lease............. 20,511 
Provision for employee termination benefits ........ 360,745 469,278 
381,256 469,278 


5,647,995 5,598,766 
EQUITY OF CANADA 
Surplus:4 eet th eked ditteot ened Cty 1,606,016 1,096,191 
7,254,011 6,694,957 7,254,011 6,694,957 
Approved by Management: 


RONALD BLACKBURN 
Acting Director General 


RICHARD LUSSIER 
Manager, Financial Service 


Approved by the Board of Trustees: 


PIERRE BOUTIN 
Chairman 


TOM ASSALY 
Vice-Chairman 
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NATIONAL ARTS CENTRE CORPORATION—Continued 


STATEMENT OF REVENUE AND EXPENSES 
FOR THE YEAR ENDED AUGUST 31, 1987 


1987 1986 
$ $ 
Operating revenue 
Performing arts programmes (Schedule 1).......... 8,462,485 8,509,765 
Commercial services (Schedule 2)... 6,625,429 5,151,483 
Rentalrotihallss:4 6 te ce ie ee eet 650,311 587,399 
Programme support services (Schedule 6)......... 465,517 540,056 
OU Ghee es ee ete ee ie ae nea 18,875 13,782 
16,222,617 14,802,485 
Operating expenses 
Performing arts programmes (Schedule 1).......... 14,902,588 14,466,704 
Commercial services (Schedule 2) ...............0.... 4,966,300 3,901,559 
Operation of the buildings (Schedule 7) ............ : 4,633,776 4,374,459 
Programme support services (Schedule 6)........... 3,121,340 2,980,123 
Administrative services (Schedule 8) ...... Pee, 2,831,254 2,905,181 
Rentaltofhalls: sin csees eet ete tater 296,802 266,596 
Boardtottnustecst rn neers aaecen eect ee ects 207,784 79,542 
30,959,844 28,974,164 
Excess of operating expenses over operating reve- 
FIR pale May che ten an te ane an Br ore [4,737,227 V4 O79 
Other income 
Regionallinumnicipalpenantves mane eercsat te 270,000 270,112 
Interest on short-term investments .. DRS S2 309,549 
361,552 579,661 
Excess of expenses over revenue ........ 14,375,675 13,592,018 
STATEMENT OF SURPLUS 
FOR THE YEAR ENDED AUGUST 31, 1987 
1987 1986 
$ $ 
Surplus at beginning of the year...... neh 1,096,191 8,378 
Excess of expenses over revenue .!..........0...-.... (IAS S 751675) el e5 92.018) 
(13,279,484) (13,583,640) 
Parliamentary appropriation—Operating .......... 14,885,500 14,679,831 
Surplus at end of the year ..... 1,606,016 1,096,191 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED AUGUST 31, 1987 


1987 
$ 
Operating 
Excess of expenses over revenue .......-..........0..- (14,375,675) 
Items not affecting funds 
Depreciation and amortization ................0.. 823,064 
Provision for employee termination benefits (108,533) 
(Increase) decrease of components of operat- 
ing working capital other than cash .............. (101,768) 
(13,762,912) 
Financing 
Parliamentary appropriations 
Operating ble veee wees. os:s chet rea. e 14,878,000 
Extraordinary building repairs including 
interestcanned seer t ee ere eee ee 31,448 
Long-term obligation under capital lease. 20,511 
14,929,959 
Investing 
Additionsitotixedassetssnemsnieneesmemeemntars (1,120,952) 
Extraordinary building repairs ...........0...06. (192,145) 
Maijoncapitall projectem samen tcsscre curt (378,968) 
(1,692,065) 
Decrease in cash during the year ................0000+ (525,018) 
Cash and short-term investments at beginning of 
VEATLn and Cue ee, Re yee Red eee aes ee 860,192 
Cash and short-term investments at end of year . 335,174 


(13,592,018) 


687,414 
74,783 


775,114 
(12,054,707) 


5,550,000 


2,020,631 


7,570,631 


(405,864) 
(2,171,008) 


(2,576,872) 
(7,060,948) 


7,921,140 
860,192 
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NATIONAL ARTS CENTRE CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
AUGUST 31, 1987 


1. Objectives and operations 


The objectives of the Corporation are: to operate and maintain 
the National Arts Centre; to develop the performing arts in the 
National Capital Region; and to assist the Canada Council in the 
development of the performing arts elsewhere in Canada. 

In furtherance of its objectives, the Corporation may arrange 
for and sponsor performing arts activities at the Centre: encour- 
age and assist in the development of performing arts companies 
resident at the Centre; arrange for or sponsor radio and television 
broadcasts and the showing of films in the Centre; provide accom- 
modation at the Centre, on such terms and conditions as the Cor- 
poration may fix, for national and local organizations whose 
objects include the development and encouragement of the per- 
forming arts in Canada; and, at the request of the Government of 
Canada or the Canada Council, arrange for performances else- 
where in Canada by performing arts companies, whether resident 
or non-resident in Canada, and arrange for performances outside 
Canada by performing arts companies resident in Canada. 

With a view to achieving the objectives, Her Majesty demised 
and leased the National Arts Centre building complex to the Cor- 
poration for a period of twenty years, expiring May 31, 1989. 
Under the terms of the lease, the Corporation is responsible for 
maintenance and operation of the building complex, but is not 
required to pay for the use of the complex. 


. Significant accounting policies 


(a) Short-term investments 


Short-term investments are carried at cost which approxi- 
mates market value. 


(b) Grants 


Grants are recorded as revenue in the year in which the gran- 
tors make firm commitments to the Corporation. 


(c) Inventories 


Inventories are valued at the lower of cost and net realizable 
value for food, beverages and boutique materials or replace- 
ment cost for production materials. 


(d) Programmes in progress 


Direct costs, including advances to performing companies 
and artists, incurred prior to the end of the year for pro- 
grammes in progress are deferred and charged to expenses in 
the year in which the programmes terminate. Indirect costs 
and common services not attributable to particular perform- 
ances are charged to expenses in the year in which they are 
incurred. 


(e) Fixed assets 


Fixed assets used in the operations, other than the NAC 
complex, are recorded at cost. Depreciation and amortization 
are calculated on the straight-line method, as follows: 


Building—l Atelier 20 years 
Equipment 5 and 7 years 
Equipment under capital lease 5 and 7 years 
Leasehold improvements 4 and 10 years 


Extraordinary acquisitions and repairs to the NAC building 
complex are deducted from the parliamentary appropriation 
received for that purpose and are neither capitalized 
nor expensed. 


(f) Deferred revenue 


Revenue from tickets sold prior to the end of the year for pro- 
grammes in progress is deferred and credited to revenue in 
the year in which the programmes terminate. Gift certificates 
and exchange vouchers not redeemed within three years of 
the year of their issuance are written off and credited to reve- 
nue. A percentage of those less than three years old is also 
credited to revenue. 


(g) Operating expenses 


Expenses of performing arts programmes do not include costs 
relating to building and equipment maintenance, utilities, 
administrative services, furniture and equipment. Expenses of 
restaurants, garage and boutique do not include costs relating 
to utilities, administrative services and building maintenance. 
These costs are disclosed respectively as operation of the 
buildings expenses and administrative services. 


(h) Pension plan 


Employees of the Corporation participate in the Public Ser- 
vice Superannuation plan, administered by the Government 
of Canada. Contributions to the plan are required by both 
the employees and the Corporation. These contributions 
represent the Corporation’s total obligation and are recorded 
as they become due. 


(i) Employee termination benefits 


Employees of the Corporation are entitled to specified ben- 
efits on termination as provided for under labour contracts 
and conditions of employment. The liability for these benefits 
is recorded in the accounts as the benefits accrue to the 
employees under the respective terms of employment. 


Gj) Parliamentary appropriations 


The parliamentary appropriation for operations, received 
during the period April 1 to August 31, is in respect of the 
Government of Canada’s fiscal year ending on March 31 of 
the following year. The Corporation credits to surplus each 
month one-twelfth of the approved appropriation. Accord- 
ingly, of the amount received to August 31, the amount 
received which is in excess of 5/12ths of the appropriation is 
deferred to the following year. In the event that the amount 
received is less than 5/12ths of the appropriation, the differ- 
ence is recorded as a receivable. 


The parliamentary appropriation received for extraordinary 
building repairs is deferred until used. An amount equal to 
the repairs incurred during the year is deducted from the 
deferred parliamentary appropriation. Should the total cost 
of the repairs be less than the amount received, the balance 
will be returned to the Consolidated Revenue Fund. 


The parliamentary appropriation received for major capital 
projects is deferred until used. An amount equal to the cost 
of the project incurred during the year is deducted from the 
deferred parliamentary appropriation. 


(k) Capital lease 


The equipment and related obligation for capital lease are 
recorded at an amount equal to the present value of future 
lease payments using an implicit lease interest rate of 
11.47%. This obligation expires in 1991. 
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NOTES TO FINANCIAL STATEMENTS 
AUGUST 31, 1987—Concluded 


3: 


4. 


Ss 


6. 


Accounts receivable 


1987 1986 
$ $ 
G@ustomenaccountses = es eee tees 861,542 525,081 
Allowance for bad debts .................0::ceeen (19,474) (11,284) 
842,068 513,797 
Parliamentary appropriation—Operating ......... 635,831 628,331 
Parliamentary appropriation—Major capital 

PTOJCCUS ee oe eve cet tenes ores 378,968 
Grants tec ee Clee re eer arene aes: eet 135,000 135,056 
Loans to musicians for the purchase of instru- 

TIGNES ee ee cree Re scsu scot 86,350 81,260 
Accrued interestitene ie aeet cote ae erent rn easter 3,899 7,037 
Others eee tree eertis Dee erates 13,947 34,812 

2,096,063 ‘1,400,293 


At August 31, an amount of $378,968 is recorded as an account 
receivable to offset the acquisition of a lighting board during 
1986-87; a parliamentary appropriation for major capital projects 
has been approved by the Treasury Board and will be received 
during 1987-88. 


Inventories 
1987 1986 
$ $ 
Production matenials 3 e eee 226,254 236,618 
Food, beverages anditobacco..2: cc citee see 150,079 185,624 
Boutique se eagecce tater ee ere 46,222 44,902 
422,555 467,144 
Prepaid expenses 


1987 1986 
$ $ 
Sup Oise eee aera ees aa ack cee 147,236 175,724 
Souvenirs and Otnem items 1 eee ee 34,285 34,285 
GOnimiSSiONS eet ee ee eer eee ee 6,143 81,480 
Miscellaneous ites ee tleterino ce eeete reek ere es 26,436 50,578 


214,100 342,067 


Fixed assets 


1987 1986 
Accu- 
mulated 
deprecia- 
tion and Net Net 
amorti- book book 
Cost zation value value 
$ $ $ $ 
Lanid Sener werent: 90,000 90,000 90,000 
Building—l'Atelier.... 298,069 88,782 209,287 224,191 
Equipment: oa. 3,995,893 2,592,704 1,403,189 1,580,775 
Equipment under 
capital lease ........... 28,750 28,750 
Leasehold improve- 
MENS Re auenae D220208 W063 255 1,659,291 1,193,535 
Uncompleted capital 
projectSe-s. es. 4,600 4,600 8,728 
7,139,838 3,744,721 3,395,117 3,097,229 
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7. Accounts payable and accrued liabilities 


8. 


o 


10. 


Ml 


1987 1986 
$ $ 
NE: Ce (ae Ss ee a ee Ore IL. PS 1,193,023 1,053,355 
Accrued salaries and annual leave..................... 710,644 704,318 
Payroll deductions and sales tax .......00.. Boot 292,553 
Holdbacksoncontractsi: sean een re . 193,655 
2,255,204 2,243,881 
Deferred revenue 
1987 1986 
$ $ 
Tickets sold prior to the end of the year for 
Programmes iN PrO$FeESS.............ce eee = 62,547,087 2,271,218 
Unredeemed gift certificates and other.............. 164,059 136,546 
2,711,146 2,407,824 


Deferred parliamentary appropriation—Extraordinary building 
repairs 


1987 1986 
$ $ 
Deferred from the previous year............... 461,086 611,463 
Receivediduringithe yeaa ema tee 2,000,000 
Interest earned during the year ................ 31,448 20,631 
ExpensesiOnitne Veal <a eee meee (192,145) (2,171,008) 
Deferred to the following year.................. 300,389 461,086 
Parliamentary appropriation—Operating 
1987 1986 
$ $ 
Receivable (deferred) at beginning of 
yeans: bea: terso. brewers). att oe bee 628,331 (8,501,500) 
Grediteditojsunplusiecen.o) seer 14,885,500 14,679,831 
Received/during the yean gene eee (14,878,000) (5,550,000) 
Receivableatiendiof yearoeneassmaceeee: 635,831 628,331 


Commitments 


As at August 31, 1987, commitments for operating and capital 
leases and box office management services, with terms of more 
than one year, amounted to $903,252. Future minimum payments 
under these arrangements are payable as follows: 


Year ending 


August 31 $ 
1988........ BNC ee ee ee RRS mee Me 8 cere 270,991 
DDS 9: oes ciao cate coves saa ere ses oe see ee oe 139,670 
1:99 Obs. ie aor pet hea ee mec ame ote: eee tsee 131,214 
199 Vee os Ra eee ae 171,377 
[Ee pte 190,000 

903,252 


. Related party transactions 


In addition to the rental of the NAC complex, provided free of 
charge, the Corporation receives audit services without charge 
from the Office of the Auditor General of Canada. 


During the year, in the normal course of business, the Corpora- 
tion incurred expenses totalling $758,735 (1986—$640,007) for 
utility, ground maintenance, snow removal and telephone services 
provided by other government departments and agencies. 


. Comparative figures 


Certain figures for the year ended August 31, 1986 have been 
reclassified to conform to the presentation adopted for the year 
ended August 31, 1987. 
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_ NATIONAL ARTS CENTRE CORPORA TION—Continued 
_ SCHEDULE OF REVENUE AND EXPENSES—PERFORMING ARTS PROGRAMMES 
FOR THE YEAR ENDED AUGUST 31, 1987 SCHEDULE 1 
Dance and Variety Music Theatre Total 
1987 1986 1987 1986 1987 1986 1987 1986 
$ $ $ $ $ $ $ $ 
Revenue 
BOXCOM ICE =e tee ee or ae ie 4,080,583 4,384,415 1,511,782 1,354,161 1,943,172 1,718,530 7,535,537 7,457,106 
Broadcastss. 1 Sesh err ee eo ee. eee 282,520 223,807 282,520 223,807 
SOUT SPR ee et re eRe I men ers entre 176,530 378,308 3,202 64,725 179,732 443,033 
SPONSORSHIPS tery meer nae eee ee ee on rca 124,500 110,941 124,500 110,941 
Go= prod wCtions cence. «deci as RRO oes AON 110,000 80,628 110,000 80,628 
Othe ec So PON O69 oo ER BRA cs gm 36,419 30,116 133,714 118,665 60,063 45,469 230,196 194,250 
4,117,002 4,414,531 2,229,046 2,185,882 2,116,437 1,909,352 8,462,485 8,509,765 
_ Expenses 
me (Penfonmersie #68: OO fie,....; EF ORS cco lk 2,911,278 3,501,815 4,022,875 3,740,494 1,199,263 1,033,397 8,133,416 8,275,706 
MOCHMICAISERVACES ccs caccane caren API ees tno Ne 710,010 629,695 254,137 309,784 1,365,275 1,224,839 2,329,422 2,164,318 
PNCMMINISEN AION WORE OF ee cacnscc, onc Rete Pee cice- os PS 376,199 367,214 546,514 459,493 642,352 597,783 1,565,065 1, 424,490 
PNAVENLISING Wc em ree ate ements Fn tie nr sine 583,694 450,448 492,585 477,186 486,047 478,933 1,562,326 1,406,567 
WY ATCO DG ee eee rete ence eevee ese emepy rence ei sssnicts. 239,564 206,777 239,564 206,777 
@Othemantisticservicess sae ee eee ee 63,433 26,178 282,218 286,860 345,651 313,038 
OthemproductioniexpenSes 21. see ee 323,767 205,797 159,759 DA 2 243,618 258,884 727,144 675,808 
4,904,948 5,154,969 5,539,303 5,224,262 4,458,337 4,087,473 14,902,588 14,466,704 
Ee XCESSOMEXPENSESOVENTCVENUC aver eaee eee 787,946 740,438 3,310,257 3,038,380 2,341,900 2,178,121 6,440,103 5,956,939 
| SCHEDULE OF REVENUE AND EXPENSES— 
COMMERCIAL SERVICES 
FOR THE YEAR ENDED AUGUST 31, 1987 SCHEDULE 2 
1987 1986 
| $ $ 
Revenue 
Restaurants (Schedule 3) .................. Se ey oe 4,687,185 3,479,382 
garacen(Schedvled)\ye ee eee en 1,771,467 1,524,608 
Bouniquer(Schedtlers) emer n annum seater cee enn 166,777 147,493 
6,625,429 5,151,483 
Expenses 
Restaurantsi(Sched ler) kase sa ee eee 4,315,031 3,295,768 
Garage(Schedulé:4) eee eee eee 471,543 450,341 
Bornuquer(scuedule)s) a eeee cee eer 179,726 155,450 
4,966,300 3,901,559 
EXCESS Onmeven UciOVElZeXPenSeSmenee armenia anima ee 1,659,129 1,249,924 
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SCHEDULE OF REVENUE AND EXPENSES—RESTAURANTS 
FOR THE YEAR ENDED AUGUST 31, 1987 SCHEDULE 3 
——————— eee nn 
1987 1986 
Food Beverage Total Food Beverage Total 
$ $ $ $ $ $ 
Sales 
| og Su OE a ere pase eae eee piesa eects arena cer cere reese och. rtia ee apne 2 1,346,324 638,596 1,984,920 1,210,974 593,925 1,804,899 
Catenin Se eee ae eee are tne 1,003,536 470,005 1,473,541 743,897 370,054 1,113,951 
1 ete eR A th alli 6B | aa orate 8 eRe or ace t cto cocoa ee ECR 431,704 431,704 368,702 368,702 
Box ternal AGtairs mete cero esos oer escent aces oes is area teers een 110,945 110,945 
GET RROO TT cra oS Te NR ee che ass ORR ORT eae nee teas 120,510 120,510 60,497 60,497 
Tota lisetlesiterctserecesecyenpe sateen eee ahaa tent carte ca ccm teen ecoariv aneniceacs cores in ioe 2,581,315 1,540,305 4,121,620 2,015,368 1,332,681 3,348,049 
Cost of Sales 
Cost of goods consumed 0.0... .ccccccec eerste eenee reece estcn teres tener neneeee reeset: 1,039,778 506,654 1,546,432 786,132 415,322 1,201,454 
Less cost of employee meals oo... ccc eee teers eenereeneseeteseereneeneneetenes (25,731) (25,731) (28,351) (28,351) 
INGE COSTIOL.SAlGS ree eas etre ere eee recess ete eae nes 1,014,047 506,654 1,520,701 757,781 415,322 1,173,103 
GOSS profit. fess secedseae ese ccc: eden eee zens tacrceernee cee caice 1,567,268 1,033,651 2,600,919 1,257,587 917,359 2,174,946 
Other revenue 
Recovery of Costs—Catering and External INET AITS ccc eee eee eee ee 474,478 104,282 
Other ee et ie cr no Ween Ree rss es peee eer 91,087 27,051 
MoGtalrother Leven UGuseer--ceh kote ease cairo Ma enone oases Pe taleteaaatate ody sea 565,565 131,333 
Total gross profit and other revenue 02.2.0... eee enters ects ee tenets 3,166,484 2,306,279 
Operating and administrative expenses 
Salaries, wages and employee benefits .............:ccccce eee eet reeereteee 1,970,579 1,426,452 
Supplies and equipment rental ...........c. ccc cesses testes eeee cette nen neeeeeetens 384,321 320,745 
Professionaliservicesarcccscrire eres ar ane foe noe fear tee sete asc ae 92,233 12,393 
Advertising and promotion ..........ccc:ccccecsctees ieee ecees renee estes eseeeeteneeneneeneneey 90,080 84,582 
Depreciation and amortization 2.0.2.2... es ce ee eee ter eeeteneeecercens 77,613 68,968 
Repairs and maintenance 0.0... cece ec ecs eee ee ees ece tee eeecneeeaseneetinas 58,365 98,217 
Miusicand’entertainment. <.tcc.- cnc cesccctseretanese cee cnce sects tantenerteee moeeetet ares 32,702 30,526 
COOTER ee a eae eases Caen eater nana ee ee neem ees 88,437 80,782 
Total experSes. 2pesece.seeceeccsccie ceca vearenensecrerencerseteceraecs-tvesssvareennseancnsesnannennencss 2,794,330 2,122,665 
Excess of revenue OVEr EXPENSES oo... cesses tener esters esesteeseseseseetenerenenneeney 372,154 183,614 


SCHEDULE OF REVENUE AND EXPENSES— 
GARAGE 


SCHEDULE OF REVENUE AND EXPENSES— 
BOUTIQUE 


FOR THE YEAR ENDED AUGUST 31, 1987 SCHEDULE 4 FOR THE YEAR ENDED AUGUST 31, 1987 SCHEDULE 5° 
pricey oP) Ea de Re ed Se hd tl 
1987 1986 1987 1986 
$ $ $ $ 
Revenue Revenue 
[RRNA HY rex recces Roni coo. seonepsnans nctatis bee BNO Haines ste 1,771,467 1,524,608 CRM HO oh ea NORE eR 166,777 147,493 
Expenses Expenses | 
Salaries, wages and employee benefits ..............0.00.. 399,081 392,632 Gostol eoads Sold stoked eee 103,445 85,047 — 
Supplics airs: scree aae en eM 2 ee 22,548 22,923 an 
Re vsice and inate eee 20.953 14,692 Gross margin... ape i ee 63,332 62,446 
Depreciation and amortization .......0....0:0cceeree 16,375 9,652 General and administration 
FN Oe meaty AE Ca) ade ANE, An een 12,586 10,442 Penne ee eae DENEFIBS sss reese ee yee 
Vertising and) Gis play see se reese ete terecemangereteaes , : 
471,543 450,341 Aimer tiga tleniae he eee ics 2.677 = 2617 
EXcess Ofsrevenue: Over eXPenSeS cietcccet re ccrsecerentsc seen 1,299,924 1,074,267 Other eee ee ee 8,244 9,917 
76,281 70,403 
Total expenses ive 29S e. aetas-ct gate tenes eee 179,726 155,450 
Excess/ofiexpenSes Over TEVEMUC ia. -rtracstctcncann-eetearcete=cneenare 12,949 7,957 
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SCHEDULE OF REVENUE AND EXPENSES— 
PROGRAMME SUPPORT SERVICES 


FOR THE YEAR ENDED AUGUST 31, 1987 SCHEDULE 6 
1987 1986 
$ $ 
Revenue 
House program: advertisingee ees si ae ees 277,677 = 214,911 
BoxiOffice/servicerchargesers aeons ee 67,216 27,091 
Other neee Fer eS eres Aer BENT IES |b cs ccevsacs 120,624 298,054 


465,517 540,056 


Expenses 
Salaries, wages and employee benefits.............0.0.0..0.. 1,857,730 1,806,166 
Commissions and service Charges ............0.cccccccccseeesese 415,597 411,724 
Advertising and promotion.................ccccsseeccessesseeeeeees 388,233 367,674 
IW AT CHOUSE REN Cees oe ot sete ok atin eg ee ce 159,368 147,040 
COPICEEX PenSes eee ene ei eee haren ea en ers 106,135 126,246 
Professional services and expeMses.............0..ccccccccceeees 105,417 36,502 
Otherpeeres!) Hak ore anes: Corte ll. Sieg 88,860 84,771 
3,121,340 2,980,123 
Excessiolgexpenses Over, TEVenUue ss). te eee ee 2,655,823 2,440,067 
SCHEDULE OF EXPENSES— 
OPERATION OF THE BUILDINGS 
FOR THE YEAR ENDED AUGUST 31, 1987 SCHEDULE 7 
| 1987 1986 
$ $ 
Salaries, wages and employee benefits ......0...0.0.0.000000..... 1,835,613 1,803,038 
Wirlitiess: Sex Seton ele 8a. le ert 2, Pe: 993,616 958,666 
_ Repairs and maintenance to buildings and equipment .. 818,586 790,054 
| Depreciation and amortization ..............cccccccceeeees 726,399 606,117 
| Professional services and expenses.............0.0c0cccccceeeceees 105,461 85,772 
SeLurnitureand equipment=.- wn ee ere ee 97,507 66,674 
Othenaeee as ney Si aA eR cc repy ne ae Pea $6,594 64,138 


4,633,776 4,374,459 


SCHEDULE OF EXPENSES— 
_ ADMINISTRATIVE SERVICES 


| FOR THE YEAR ENDED AUGUST 31, 1987 SCHEDULE 8 
1987 1986 
$ $ 

Salaries, wages and employee benefits .............0..ccccccc0 1,985,743 2,047,695 
BED ificclexnensesn te tee er tees i ne cnet 163,055 159,660 
MDTACEFONT one ser el oa RE 128,407 156,784 
BRISUT ANCE ey tee Metres cits bs Pear ete i. realest ied entity 122,061 89,338 
| RclecomMmunicallOns se eee ene eke en Te 112,692 131,007 
} Professional services and expenses............. bette Si Aste 95,330 96,381 
maepalrsjand maimtenancens foc... eet ese. 73,726 60,699 
} Travel and duty entertainment ...............0:.ccccccscceeeeeeeee 41,392 52,902 
OCH Crareies ete SEO, GIR We SOT 108,848 110,715 


2,831,254 2,905,181 
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SUMMARY PAGE 


NATIONAL CAPITAL COMMISSION 


MANDATE 


To prepare plans for and assist in the development, conservation and improvement of the National Capital Region. In 
1987-88, the Commission became responsible for the management and maintenance of the Official Residences 
located in the National Capital Region. 


BACKGROUND 


Funding from Canada to the Commission is usually budgetary funding. The Commission’s own revenues meet about 
16 per cent of its operating expenses. 


CORPORATION DATA 


HEAD OFFICE 161 Laurier Avenue West 
Ottawa, Ontario 
K1P 6J6 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 
DEPARTMENT Public Works 
YEAR AND MEANS 1958; by the National Capital Act (R.S.C. 1985, c. N-4). Canada 
OF INCORPORATION has owned this corporation since 1899 with the creation then of the 


Ottawa Improvement Commission (1899-1927), succeeded by the 
Federal District Commission (1927-1958). 


CHAIRMAN AND CHIEF Jean Pigott 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 
(restated) (restated ) 

At the end of the period 

TOtal ASSCtSie i a authentic SID. 298.3 306.5 332.8 

ODUSATONS LOMNe PIIVALE SCClOL a, .400cey Wee eee nil nil nil nil 

OblisationswtorGama da. crerssesdiceSeww shinee so sie syne asta nil nil nil 26.3 

POUIPYOR Canada. craters: entre sucha: co aaetans.<. scr ene eR 285.8 269.4 284.4 281.4 
Cash from Canada in the period 

sare n PLC LAE NL ls seer ea t6 acs coats sald annie Gos 00 cE Re. APR vale km 103.0 590% 73.4* ee) 

mm TOT DUC SELEY ae selec etter casa nittn es oectaa Noah eee ee nil nil (26.3) (4.8) 


* Net of sales proceeds and surplus (in 1986-87, $3.5 million; in 1985-86, $7.6 million) which were paid to Canada. 
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NATIONAL CAPITAL COMMISSION 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL 
REPORTING 


The accompanying financial statements of the National Capital 
Commission are the responsibility of management and have been 
approved by members of the Commission. The financial statements 
have been prepared by management in accordance with generally 
accepted accounting principles. Management is also responsible for all 
other information in the annual report and for ensuring that this infor- 
mation is consistent, where appropriate, with the information and data 
contained in the financial statements. 


Management has developed and maintains books of account, 
records, financial and management controls and information systems. 
These are designed to provide reasonable assurance that assets are 
safeguarded and controlled and that transactions are in accordance 
with Part XII of the Financial Administration Act and regulations as 
well as the National Capital Act and By-Laws of the Commission. 
Internal audits are conducted to assess these systems and practices. 


The members of the Commission carry out their responsibilities for 
the financial statements principally through an Audit Committee 
which consists of members of the Commission only. The Audit Com- 
mittee meets periodically with management as well as with the internal 
and external auditors to discuss the results of audit examinations with 
respect to the adequacy of internal accounting controls and to review 
and discuss financial reporting matters. The external and internal 
auditors have full access to the Audit Committee, with and without 
management being present. 

The Commission’s external auditor, the Auditor General of Canada, 
has examined the financial statements. He submits his report to the 
Minister of Public Works who is responsible for the National Capital 
Commission. 


Jean E. Pigott 
Chairman 


John T. Denis 
Chief Financial Officer 


BALANCE SHEET AS AT MARCH 31, 1988 
(in thousands of dollars) 


AUDITOR’S REPORT 


THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of the National Capital Commis- 
sion as at March 31, 1988 and the statements of operations, equity and 
changes in cash resources for the year then ended. My examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as I con- 
sidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Commission as at March 31, 1988 and the results of its 
operations and the changes in its cash resources for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Commission that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the National 
Capital Act, and by-laws of the Commission. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
June 10, 1988 


ASSETS 1988 1987 
Current 
Cashiand suont-term! deposits neater eee 1,570 11,084 
Accounts receivable. 
DuettronCanadaveremcre nets eee n cater tr einer 16,421 
Federal government departments and agencies............. 577 780 
Tenants:andiothers.a4... 20.225 64. AP aes 1,444 1,196 
Operating supplies, small tools and nursery stock ............ 817 660 
Prepaldkex PenSes eee eee Ont oe ee en 2,102 1,874 
22,931 15,594 


Land, buildings and equipment (Note 3).........0......cc 296,799 282,689 


319,730 298,283 


LIABILITIES 1988 1987 
Current 
Accounts payable and accrued liabilities .....0.0..... ce. 25-22} 20542 
Holdbacks and deposits from contractors and others ....... 2,208 1,876 
27,435 22,418 
Long-term 
Accrued employee termination benefits .....0.00...0.0.ccccc 5,030) 5,197 
Unsettled expropriations of property ...........00cccceeeeeeee 842 1,230 
6,472 6,427 
EQUITY 


285,823 269,438 


Equity of Canada ties, 4 ran ies. nee termed rma ee 
319,730 298,283 


Approved by the Commission: 


JEAN E. PIGOTT 
Chairman 


JOHN McINTOSH 
Commissioner 
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STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1988 
(in thousands of dollars) 


1988 
Expenses (Note 4) 

Planningvand.deyelopmentnc,. 0 tame eee meee 18,047 

Realfassetmalla Seren Urmmesect nce cence or ari eaten 51,077 

RUDINICACtIVINGS Aeterna treet oc eter eee pee ee 15,761 

NAMINISUTAUIONU ere eae eter: eum erere seer arene ements 17,472 

102,357 
Revenues 

Propentyicrtetenes asthe eee ee ee nee cis eee os et ager 10,628 

IMCCTeStmcaae th rake Are ee ea eee tees eee Leva eae eaten 795 

Net gain on disposal of land, buildings and equipment.... 1,726 

OCI G pe ee, ee Oe ees ee eck es alt Noten Paced 2,585 
15,734 
INCIKCOSOOPeratlONnSwe se seeswe eases ey ete este 86,623 
Pantiamentany appropwiatlons.s- crececten ene weet 103,008 
Less: appropriations used to acquire land, build- 
HAYA Xe (THY OLAS cee orcs eae gsbpnsee ootuenbeesepeeer aceon a 24,656 
78,352 
Excess of net cost of operations over parliamentary appro- 

DIETALIONS reese tine tor de cope a ee se er NTR ecu on ere Ag 8,271 
STATEMENT OF EQUITY 
FOR THE YEAR ENDED MARCH 31, 1988 
(in thousands of dollars) 

1988 
Balance at beginning of year as previously reported ............ 267,063 
Adjustment to grants in lieu of taxes (Note 7(b)(iii) ........... 2,315 
Balance asrestatedh kt eeee tt tr mee, eee ae Meas 269,438 
Excess of net cost of operations over parliamentary appro- 

PUIAUIONS eect ene eee eee en ree (8,271) 
Appropriations to acquire land, buildings and equipment... 24,656 
BAyimentsitOi@ ana ance sre te cetera asen eeemee tec eer 
Balance atiend:otsvea tac cen ee ee ee ee eee 285,823 


1987 


13,173 
49,461 
MESS 
5325 


89,804 


9,690 
1,178 
3,136 
1,863 


15,867 
731937) 
62,445 


15,131 
47,314 


26,623 


1987 


284,430 


284,430 


(26,623) 
15,131 
(3,500) 

269,438 
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STATEMENT OF CHANGES IN CASH RESOURCES 
FOR THE YEAR ENDED MARCH 31, 1988 
(in thousands of dollars) 


1988 
Operating activities 
Excess of net cost of operations over parliamentary 
APPIOpHiations:, .cvec meee sete eee a ee eee aes (8,271) 
Items not involving cash 
Depreciation #4... Awarmiom... bas... hemeleren 9,718 
Net gains on disposal of land, buildings and equip- 
MENts a4. shore pogo es fal ooeiadoneaes Pee eee (1,726) 
Increase in accrued employee benefits ...........0..000. 433 
Decrease in long-term portion of unsettled expropria- 
CLOMS ss, eecseesrey cars tocar Ree cece anne cae ee ee (388) 
(234) 
Net change in non cash working capital balances related to 
Operations: war Ss cee cote Reo cee eee es ee (11,834) 
Gashjusediinioperatingiactivities encase ae eee eee (12,068) 
Investing activities 
Acquisition of land, buildings and equipment .................. (24,656) 
Proceeds on disposal of land, buildings and equipment ... 2,554 
Gashiusediinwinvesting activities: ames e sere ereeeet ee (22,102) 
Cashirequired| before financing ees) ener eee eee. ee (34,170) 
Financing activities 
Parliamentary appropriations to acquire land, buildings 
ANG EQUIPMENT eestor re re eens ue eae ae 24,656 
Paymentiofmunds'to\ Canad an ert ee eee eee 
Cash provided by financing activities ..........cccc cece 24,656 
Becreasedin CaShizen 2:3. ce eh oe ee re ee een (9,514) 
Cash and short-term deposits at beginning of year .............. 11,084 
Cash and short-term deposits at end of year ............cce 1,570 


1987 


(26,623) 
10,549 


(3,136) 
701 


(18,509) 


6,573 


(11,936) 


CUSST31) 
Seon 


(11,820) 
(23,756) 


LSs1Sit 
(3,500) 


11,631 
(12,125) 
23,209 
11,084 
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NATIONAL CAPITAL COMMISSION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 


1. Authority and objectives 3. Land, buildings and equipment 


The National Capital Commission was established by the 1988 1987 
National Capital Act, 1958. The Commission is a Crown Corpo- Accu- 
ration without share capital named in Schedule C, Part I to the mulated Net Net 
Financial Administration Act and is an agent corporation. The Historical depre- book book 
objects and purposes of the Commission are to prepare plans for Cost ciation value value 


and assist in the development, conservation and improvement of (in thousands of dollars) 


the National Capital Region in order that the nature and charac- 
ter of the seat of the Government of Canada may be in accord- Gieenbeli aes ee 55,604 16,201 39,403 ane 
ance with its national significance. The Commission is also Parkways .............. 86,100 34,585 51,515 41,423 
responsible for the management and maintenance of the Official Parksonte ee 1: 47,877 15,324 32,553 32,483 
Residences located in the National Capital Region. Bridges and 


Land and Buildings 


approaches ....... 27,180 13,179 14,001 S95) 
2. Significant accounting policies Historical sites ..... 17,223 8,635 8,588 8,124 
: Recreational 
(a) Land, buildings and equipment facilities ........... 15,492 6,539 8,953 9,043 
Land, buildings and equipment are generally recorded at his- Rental properties. 140,249 12,998 127,251 128,056 
torical cost. Property acquired at nominal cost or by donation Unsettled — expro- 
is recorded at market value at time of acquisition except for Meine ee Se 1,230 1,230 1,300 
properties of historical significance whose market value can- bea etates 
not be reasonably determined. These are recorded at nominal buildings ........... 12,912 6,258 6,654 5.122 
value. Property acquired by exchange is recorded at the 79903/867 UE119;7 19 NNII00 Mg TE Ae 
carrying value of the assets disposed of in the transaction. Less: provision for ; ‘ i ; 
ive Dewrecation transters* epee 1,838 1,838 2,045 
ae Mai © 402,029 113,719 «288,310 276,369 
Depreciation of assets is charged to operations in equal Equipment ts ean SS Se ee = 
annual amounts based on the cost of the assets, their Equipment ........... 4,948 2,256 2,692 1,423 
estimated useful life and their final salvage value. Useful life EUrnicurc eee 8,786 5,685 3,101 3,203 
of assets is estimated as follows: Vehiclessee 3,818 S72 2,246 1,184 
Buildings 20 years cand 
; works of art ...... 834 384 450 510 
Roads and bridges 25 years Si. So 
i ‘ 18,386 9,897 8,489 6,320 
Park landscaping and improvement 25 years 
Festival equipment 5 years 420,415 123,616 296,799 282,689 
Equipment 7 to 15 years 
Vehicles 4 to7 years * Provision for transfers pertains to property to be transferred in accordance 
Equipment and vehicle attachments 10 years with agreements with the Province of Quebec. This includes lands to be 


given free of charge for approaches to the MacDonald-Cartier Bridge, and 
for the transfer for $1 of lands to be used as a right-of-way for Highway 
Operating supplies and small tools are carried at cost. Nur- 550. 

sery stock is valued at estimated replacement cost less an 4. Summary of expenses by major classification 

allowance for overhead, balling and packaging expenses. 


(c) Operating supplies, small tools and nursery stock 


(d) Pension plan 1988 1987 


The Commission’s employees participate in the Public Ser- dimithoustids of 
vice Superannuation Plan, which is administered by the Gov- dollars) 
ernment of Canada. Contributions to the Plan are made by 


sist . Payrolliandijelatedicostsya tana e ae erat ee 38,677 37,801 
both the employees and the Commission on an equal basis. Goodsandisenyicesi. 12th. sen ee 29,032 24,249 
These contributions represent the total pension obligations of Grantssingieniofitaxes seas ae ee ee Pe ee 11,380 10,632 
the Commission and are recognized in the accounts on a cur- A)ther COnteLOUlONS 5 eee atte tee ca eect ae 13,550 6,573 
rent basis. Depreciation eCeamre Nida cite eeainn sic eats en ase rome cis soa each Th ae ee 9,718 10,549 


: : 3 102,357 89,804 
(e) Employee termination benefits eee 


Severance pay generally accrues to employees over their ser- 


vice period, and is payable on their separation or retirement. 
The liability for these benefits is recorded in the accounts as 
the benefits accrue to the employees. 


. Major commitments 


(a) The Commission is committed to make contributions to other 
levels of government and other authorities as follows: 


(i) Province of Quebec, one-half of the cost of the work of a 
road network within the Quebec portion of the National 
Capital Region. The Commission’s remaining commit- 
ment to be paid over the next several years is estimated 
at $90 million. However, a recent Treasury Board of 
Canada decision directed that total Commission expen- 
ditures for the Quebec road network be limited to 
$131.7 million pending Cabinet consideration of the pro- 
gram. As of March 31, 1988, payments have totalled 
$125.9 million. 
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NATIONAL CAPITAL COMMISSION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


(ii) The Outaouais Regional Community Transit Commis- 
sion and the Ottawa-Carleton Regional Transit Com- 
mission, a total of $1.2 million by December 31, 1988 to 
assist in the provision of interprovincial transit service in 
the National Capital Region. 


(iii) The Canada Museums Construction Corporation Inc., 
65% of the cost of landscaping sites for two new 
museums in the National Capital Region. The Commis- 
sion’s remaining commitment is $3.2 million. 


(b) The Province of Quebec has expropriated certain lands at 
Laurier Park on behalf of the Commission. An amount of 
$1.25 million will be payable in exchange for appropriate 
title documents. 


(c) The Commission has entered into agreements for computing 
services and leases of equipment and office space. Annual 
payments under these agreements are approximately as fol- 


lows: 
(in 
thousands 

of 
dollars) 
TOSSE8 9 Vine Le. Cees Mee ire va Mn Me Ree ec sees age 2,840 
98929 0 Reece el neta eee ener etic enn eae yess 2,911 
TOO OSS Dire ions. Meee dads oct enema tne 2,977 
TOO TEODOR OES OG. iho Pale ost e a tedenareosvae 2,219 
10,947 


6. Contingencies 


(a) Claims 


Claims and potential claims have or may be made against the 
Commission totalling approximately $31.1 million for alleged 
damages and other matters. The final outcome of these 
claims is not determinable and accordingly these items are 
not reflected in the accounts. However, in the opinion of 
management, the position of the Commission is defensible. 
Settlements, if any, resulting from the resolution of these 
claims will be accounted for in the year in which the settle- 
ments occur. 


(b) Agreement with the province of Ontario 


In 1961, the Commission entered into an agreement whereby 
the Province of Ontario established and maintains 2,654 hec- 
tares (6,557 acres) of forest. When the agreement expires in 
2011, or is terminated, the Commission will reimburse the 
Province for the excess of expenses over revenues, or the 
Province will pay the Commission the excess of revenues over 
expenses. At March 31, 1987, cumulative expenditures 
exceeded cumulative receipts by $1.0 million, and are not re- 
flected in the accounts of the Commission. 


7. Related party transactions 


(a) Transfer of official residences 


On January 14, 1988, the Governor in Council approved the 
transfer to the National Capital Commission of the powers, 
duties and responsibilities of Public Works Canada under the 
Official Residences Act. The Governor in Council also 
approved the acquisition by the Commission at no cost the 
lands described in the Official Residences Act together with 
the buildings located thereon, the Rideau Hall Complex, the 
Canada Guest House and all moveable property located in or 


. Receivable from the Federal Government 


. Comparative figures 
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on these properties. These properties are recorded at nominal 
value in the accounts of the Commission as they are proper- 
ties of historical significance whose market value cannot be 
reasonably determined. 


(b) Transfer of other properties 


(i) The Commission has permitted Canada Museums Con- 
struction Corporation Inc. to undertake major construction 
projects on certain Commission lands. Although the Commis- 
sion is not responsible for funding and managing these 
projects, or reporting their costs, it may have title to the con- 
struction works. However, in keeping with the intent of these 
projects, the Commission is not claiming ownership of the 
work in progress or the completed buildings. Accordingly, the 
value of the construction costs is not included in the records 
of the Commission or in its financial statements. 


(ii) The Commission is in the process of transferring the 
lands in question to Public Works Canada. The estimated 
carrying value of these lands is $11.8 million. The financial 
statements of the Commission as at March 31, 1988 do not 
include this pending transaction because the authority neces- 
sary to effect the transfer has not yet been obtained. 


(iii) A liability for municipal grants in lieu of taxes of $5.0 
million is outstanding on the lands and buildings in question. 
It is the intent that Public Works Canada which will be the 
eventual owner of these lands and buildings will pay the 
grants outstanding. Therefore the Commission has not 
recorded the liability nor the expense in its accounts. How- 
ever, last year a liability and corresponding expense were 
recorded in the accounts of the Commission. In the current 
year, an adjustment has been made to eliminate this liability 
and expense, and the 1986-87 financial statements have been - 
restated to reflect this adjustment. This has the effect of — 
decreasing 1986-87 grants in lieu of taxes expense and 
increasing equity as at April 1, 1987 by $2.4 million. 


(c) Agent for property sales 


Public Works Canada acts as an agent for the Commission 
with respect to the sale of properties which are surplus to the 
Commission’s needs. Fees charged are based on standard | 


i 


rates set by Public Works Canada. 


(d) Service agreement . 


The Commission has entered into an agreement with Public 
Works Canada whereby the latter will, with respect to the | 
Official Residences, provide certain property services at rates | 
established with the Commission and approved by the Trea- | 
sury Board of Canada. 


The Commission relies on parliamentary appropriations to fund | 
its operations. For the 1987-88 fiscal year, appropriations | 
amounted to $103.0 million ($62.4 million in 1986-87) of which’ 
$86.6 million was received in the 1987-88 fiscal year and $16.4) 
million was received in the 1988-89 fiscal year. 


to the current presentation. 
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SUMMARY PAGE 
NORTHERN CANADA POWER COMMISSION 


MANDATE 


To plan, construct and operate, on a self-sustaining basis, public utilities in the Northwest Territories and, subject to 
approval of the Governor in Council, elsewhere in Canada. 


BACKGROUND 


Since incorporation in 1948, NCPC has acquired or installed power generation and distribution facilities in Yukon 
and the Northwest Territories. The present government decided to transfer control of the Commission’s operations to 


CORPORATION DATA 

STATUS — Schedule III, Part I and an agent of Her Majesty until May S, 
1988. 

YEAR AND MEANS OF 1948; by the Northwest Territories Power Commission Act; 

INCORPORATION amended as Northern Canada Power Commission Act CR StC2 1985: 
c. N-24). 

AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 


(restated) 
At the end of the year 
TASES ED cee a AS 138.0 142.9 268.7 271.8 
Obligations to the private sector... pupae les dnersatst innaced PE nil nil nil nil 
Dplieaionsig Canadas.) megekely ee Ley 103.3 236.9 241.0 
BO ia8 Canada io sepmtdicineehinlia cy Mine LTD 24.9 95 14.8 
Cash from Canada in the period 
LOTT CUI2 BSS le Sore a a TF nil nil nil nil 


ep CO DUN Cela y serine ORO ee Badge ec nil 11.6 B19 5:0 
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NORTHERN CANADA POWER COMMISSION 
REPORT OF MANAGEMENT'S ACCOUNTABILITY 


THE HONOURABLE BILL MCKNIGHT, P.C., M.P., 
MINISTER OF INDIAN AFFAIRS AND NORTHERN DEVELOPMENT 


The accompanying financial statements were prepared by manage- 
ment in conformity with generally accepted accounting principles 
appropriate in the circumstances. 


The Commission maintains internal financial and management sys- 
tems and practices which are designed to provide reasonable assurance 
that reliable financial and non-financial information is available on a 
timely basis, that assets are acquired economically, are used to further 
the Commission’s aims, and are protected from loss or unauthorized 
use and that the Commission acts in accordance with the laws of 
Canada. The Commission’s management recognizes its responsibility 
for conducting the Commission’s affairs in accordance with the 
requirements of applicable laws and principles, and for maintaining 
standards of conduct that are appropriate to an agent of the Crown. 
An internal auditor reviews the operation of financial and manage- 
ment systems to promote compliance and to identify changing require- 
ments or needed improvements. 

The Auditor General of Canada annually provides an independent, 
objective audit for the purpose of expressing his opinion on the finan- 
cial statements. He also considers whether the transactions that come 
to his notice in the course of this audit are, in all significant respects, in 
accordance with the specified legislation. 


J. W. BEAVER 
Chairman and Chief Executive Officer 


R. A. PHILLIPS 


PUBLIC ACCOUNTS, 1987-88 


AUDITOR’S REPORT 


TO THE MINISTER OF INDIAN AFFAIRS AND NORTHERN 
DEVELOPMENT 


I have examined the balance sheet of Northern Canada Power Com- 
mission as at March 31, 1988 and the statements of operations, 
retained earnings and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Commission as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Commission that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Northern 
Canada Power Commission Act, and the by-laws of the Commission. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 10, 1988 


eee SS SSa—o>—a0™—u—w_,: 0 —0—_—— 1 


Comptroller 
BALANCE SHEET AS AT MARCH 31, 1988 
(in thousands of dollars) 
ASSETS 1988 1987 
Property and equipment 
AT Services (NOLES) rece chee reece ss ser ere eter area sar aes 97,528 99,599 
Projects under COMStrUuctiON .............: ice eit 678 10 
98,206 99,609 
Current 
Cashranditertmdeposits:1-oc-p seo sasee ee ee rea 14,152 15,877 
Accounts receivable 
Utilities memet ne ese ae ea coer ore ra emcee 10,858 13,673 
Ot ere er ra eae eserane space 1,020 1,008 
Inventories 
Fuellandilitbricants®stenc-iee screens corer ase eres 10,841 10,095 
Oftierssupplicsin sy .seteeeeetecucronss.aritcee:- renee sass feerermmeas 2,904 2,657 
39,775 43,310 


137,981 142,919 


Se 


Approved by the Commission: 


J. W. BEAVER 
Chairman and Chief Executive Officer 


L. A. CARRIER 
Member 


LIABILITIES 1988 1987 


Long-term 
Loans from Canada (Notes 1(c) and 4) .........ccce 


Deferred credit 


96,129 96,129 


Contributions maid of constructiony.. ccs .cces. asain: 3,842 4,065 
Current 
Due to Canada 
Current portion of long-term loans (Note 4)............... 7,130 
INCCOUNtS Paya Ole cex..veer ee ete seers ter seamen ee tee ea ae TSI ISS SD 
Employee leave and termination benefits .................... Feat 2,629 3,098 
Gontractors. Old DaCk siesta eee eee heen rer 143 196 
LOST VATS, 


110,482 117,973 
EQUITY OF CANADA | 


Contributed surplus—Divestiture of operations 
NOt eal) cece cecerecetasss ct oe oe eee ge ater 1.382755 Wold 
Contingency reserve (Note 5)......... cr wr 07s AOR Se 10,000 10,000 
Retainedieatmings teers tc caet erie e eee L617 3627 
27,499 24,946 
137,981 142,919 
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NORTHERN CANADA POWER COMMISSION— Continued 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1988 


_ (in thousands of dollars) 


1988 1987 
Operating activities 
) reported met nicome (LOSS) samme semen ene nee oe ge 3,043 (1,285) 
Items not requiring an outlay of cash 
Depreciatiomty irs <r. er Se Te ee ee SeSB9Ne IT 7 
Overducinterest 9 Mais R is Pe Re MOR RS es 5,469 
EX{rAOLGINALVsteInew | eae ON lees ae ec ce es cide, (1,319) 
Decreasennuradeipalances ues eee ee 2,665 701 
(increase) decreaseuniunventOniess.t 2. eee ee (993) 1,454 
_ Funds provided by operating activities ..0..0...0.0.ccccccceseeceseeeeeee 13,254 16,597 


_ Investing activities 


Expenditures for property and equipment................0.00000.. 
Proceeds on disposal of property and equipment.................. 


Net funds used in investing activities .0.0.....cccccccecceceee cesses 


(7,424) (13,013) 
65 63 
(7,359) (12,950) 


_ Financing activities 


Long-termyloanmetinements ve..atieiiee. aes eee Ake (7,130) (17,088) 


Distribution of retained earnings ..........0.c.cccccccccceececesecesecesese (490) 

ong-termyloansifrom! Canada... eat ee eee ee. 11,600 
Net funds used in financing activities... 0cccccccccccccsecsceceseses (7,620) (5,488) 
Non-cash activities related to the devolution of operations in 

the Yukon Territory 

Disposallotasse! Sma esmetcnest yer ter Sere te eee, 95,000 

Reduction of long-term loans ...........ccccccccccscecesescecevesesesveveses (95,000) 
IN CUNON=CaShAGHViNleS sf eee yeerests, ses ee serie uc etapa 
NetidecreaSscunslundsmaee Semen: Beak a ikea | ihe iio 1,841 
Funds at beginning of the year (cash and term deposits) ........ 15 ;Siitigetl 7,718 
Euncstatiend olgthewyeating cc sista. eee. o re eS usa 14,152 15,877 


STATEMENT OF OPERATIONS 


_FOR THE YEAR ENDED MARCH 31, 1988 


(in thousands of dollars) 


1988 1987 
Revenues 
Sileiohpower ms 2a.eteibooe luk eeties no hise 67,928 90,776 
mosic or heatiingyt ali. fa). ate! nl betiesh 2A Ji 6,208 6,840 
MOU eexten tia t ole? tyne, oonnogel nad ol, sraioniy 1,388 1,597 
75,524 99,213 
Expenses 
Operations and maintenance... coo ceoccesceeeeeeeceeeccece. 51,022 61,416 
Bee Depreciationaw:..an enc: bettoru...a. icles. ACRE. 85098 8 P1577. 
__ Engineering and general administration (Note Ober a 5,523 6,303 
65,084 79,296 
marcome from operations saj.¢cccecsecss nace 10,440 19,917 
Bitcresti(NotcOt: BS. wlel we OOO! NEO! NA besa sin” T3972 2521 
Income (loss) before extraordinary item....i...6ececcscess, 3,043 (2,604) 
Extraordinary item—Divestiture of assets in Yukon Terri- 
Lonviandubicid 1B, G..(NOte li) sew aie eu eee 1,319 
mlet income (loss) for the year... eccceccccccssscsssesessesecseecceeccssccn 3,043 (1,285) 


STATEMENT OF RETAINED EARNINGS 


FOR THE YEAR ENDED MARCH 31, 1988 
(in thousands of dollars) 


See 
eo SSS oO 


1988 1987 
At‘beginning offtheyeanaA...08). 0 Ieee Detainee 13,627 3,904 
INetaincome (loss) fomthelycar se ene rn a 3,043 (1,285) 
16,670 2,619 

Distribution of retained earnings (Note 1(b)) .....ccccccccccceccsceese, (490) 
Transfer to contributed surplus—Divestiture of operations 

(Note) It(b)) Feo Sevan ee, vere serene mney tte 8 | (63) (1,319) 
Deficit related to Yukon operations written off........................ 16,692 
Transfentovcontingency reserve..e ee ee (4,365) 
FoR BING! NIG HOS UGE these ont toncmanceeisesramieetoacact ome cee meh oe a LG 3 627) 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 


1. The Commission 


The Northern Canada Power Commission is a Crown corpora- 
tion named in Schedule C, Part I, to the Financial Administration 
Act and operates under the Northern Canada Power Commission 
Act. The Commission is exempt from income tax. 

The objective of the Commission is to provide utility services on 
a self-sustaining basis in the Northwest Territories and, with the 
approval of the Governor in Council, elsewhere in Canada. 


Devolution 


On November 5, 1985, the Minister of Indian Affairs and 
Northern Development agreed to a Memorandum of Understand- 
ing with the territorial ministers representing the Governments of 
the Northwest Territories and the Yukon Territory, to transfer 
Northern Canada Power Commission to the territorial govern- 
ments. 


(a) Yukon Territory 


Under the provisions of the Northern Canada Power Com- 
mission Yukon Assets Disposal Authorization Act, the Com- 
mission’s business operations related to the Yukon Territory 
were transferred on March 31, 1987. The application of the 
financial terms of the Act created an extraordinary gain of 
$1,382,000 which was credited to contributed surplus. 


Field, B.C. 


Order in Council PC 1987-7/955 of May 7, 1987 authorized 
the Commission to sell the property and equipment in service 
of Field, B.C. rate zone. The net book value of these assets 
was written down by $63,000 and charged against con- 
tributed surplus at March 31, 1987 to reflect the selling price 
of $61,000. The retained earnings of $490,000, net of the 
capital loss of $63,000, was distributed to Canada on March 


(b 


SS 


31, 1988. 
(c) Northwest Territories 

The Northern Canada Power Commission (Share Issuance 
and Sale Authorization) Act, assented to on April 27, 1988, 
provided for the conversion of the total long-term loans of 
$96,129,000 due to Canada as at March 31, 1988 into shares 
and a promissory note as follows: 

(in thousands 

of dollars) 

SNAKES eee rere tae hae nt cee LiL eee ee ree 43,129 
PrOmuSSOLyaN OlGaete ser er eee nee eee es 53,000 
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NORTHERN CANADA POWER COMMISSION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Continued 


Ze 


The promissory note is payable to Canada on April 30, 1998, 
with interest at the rate of 11% per annum. Further, the Act 
provides for Canada to sell the shares and assign the promis- 
sory note to the Government of the Northwest Territories for 
a purchase consideration of $53,000,000. These transactions 
were completed pursuant to the Acquisition Agreement 
signed on May 5, 1988. 


The Act also repealed the Northern Canada Power Commis- 
sion Act and authorized the Commission to continue its oper- 
ations as a corporation governed by the laws of the North- 
west Territories. 


Accounting policies 


These financial statements have been prepared by management 
in accordance with generally accepted accounting principles con- 
sidered to be appropriate in the circumstances and applied on a 
basis consistent with that of the preceding year. A summary of the 
significant accounting policies of the Commission is as follows: 


Property and equipment 


Property and equipment, including that donated to the Com- 
mission by Canada and others, are carried at cost less 
accumulated depreciation. Costs of additions, betterments and 
major renewals are capitalized. In addition to direct costs of goods 
and services, capital project costs include interest at prevailing 
rates on loan funds used to finance construction during the con- 
struction period and a share of engineering and general adminis- 
tration expense which is directly attributable to the projects. 

For normal retirements, the cost of property and equipment 
retired less disposal proceeds is charged or credited to 
accumulated depreciation with no gain or loss being reflected in 
operations. Gains or losses on disposal of property and equipment 
resulting from exceptional circumstances are reflected in the 
results of operations for the year. 


Depreciation 


Depreciation of property and equipment, financed by loans 
from Canada, and in service prior to March 31, 1977, excluding 
the Head Office building, is calculated as an amount equivalent to 
the principal portion of the repayment of the associated loan. The 
loans are being repaid by the annuity method over the estimated 
economic life of the assets. Property and equipment, financed by 
loans from Canada and in service subsequent to March 31, 1977, 
the Head Office building, property and equipment purchased 
from internally generated funds, and donated plants and exten- 
sions, are depreciated on the straight-line method. 


Depreciation rates for the various classes of assets are based on 
their estimated economic lives, which for the principal classes of 
assets are: 


Hydroelectric plants 30 - 50 years 
Diesel engines and associated equipment 10 - 15 years 
Fuel storage equipment 20 years 
Buildings 20 - 30 years 
Heating systems 20 years 
Transmission and distribution systems 20 - 30 years 
Office and general equipment 5-15 years 
Motor vehicles 4 years 


Deferred credit 


Deferred credit represents contributions from Canada and oth- 
ers to aid the construction and acquisition of property and equip- 
ment, and is amortized over the estimated economic lives of the 
respective donated property and equipment. 


Inventories 


Inventories are valued at average cost. Provision is made for 
any decline in value of slow-moving inventory. 


. Contingency reserve 


. Engineering and general administration expense 


. Interest 
1988 1987 
(in thousands of dollars) 
Interest on long-term loans from Canada ....... 9,530 25,057 
Income from term deposits and receivables .... 2.133 2,536 


Employee termination benefits 


Employees are entitled to specified benefits on termination as 
provided for under labour contracts and conditions of employ- 
ment. The liability for these payments is recorded in the accounts 
as the benefits accrue to the employees. 


Pension plan 


All employees are covered by the Public Service Superannua- 
tion Plan administered by the Government of Canada. Contribu- 
tions to the Plan are required from both the employee and the 
Commission. These contributions represent the total liability of 
the Commission and are recognized in the accounts on a current 
basis. 


Grants in lieu of taxes 


Grants in lieu of taxes are based on estimated municipal assess- 
ments adjusted in accordance with the Municipal Grants Act. 
Grants are paid after the amounts have been audited by the 
Municipal Grants Division of Public Works Canada. 


. Property and equipment in service 


1988 1987 
(in thousands of dollars) 
Blectiicpower plantssen een nen eee 129,029 124,883 
Transmission and distribution systems............ 26,585 25,832 
Otherutilities eon eerie ee 3,029 3,687 
Stafiaccommodation= setae ete 3,388 3,430 

Warehouses, motor vehicles and general 

facilities. s:..cccc:3:c:} 2 Re eee 8,325 7,415 
170,356 165,247 
Less: accumulated depreciation ................0... 72,828 65,648 
97,528 99,599 


. Loans from Canada 


The Commission receives funds for capital expenditures by way 
of interest-bearing loans from Canada. Interest at prevailing rates 
is accrued during the course of construction of a project and 
added to the amount borrowed. The toal loan, including accrued 
interest is repaid on terms and conditions as approved by Gover- 
nor in Council. As described in Note l(c), the Northern Canada © 
Power Commission (Share Issuance and Sale Authorization) Act 
has authorized the conversion of the loans due to Canada into 
shares and a promissory note. 

At March 31, 1988, loans carried interest at rates ranging from 
4.125% to 15.625% with a weighted average interest rate of 
9.262% (1987—9.234%). 


Order in Council PC 1980-1989 of July 24, 1980, authorized 
the Commission to establish a contingency reserve which is not to 
exceed $10 million. The contingency reserve is non-funded. 


Engineering and general administration expense is net of 
$517,000 (1987—$344,000) allocated to capital projects. 


TEEN 22,524 


ne 
———— ne 
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NORTHERN CANADA POWER COMMISSION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


8. Commitments 


At March 31, 1988, the estimated committed cost to complete 
capital projects is approximately $21,069,000 (1987—$797,000). 


9. Related party transactions 


In addition to the transactions described in Notes 1, 4 and 7, 
the Commission has significant transactions with the Government 
of Canada and its agencies, as well as with territorial and munic- 
ipal governments of the Northwest Territories. These transactions 
and resulting balances comprise: 


1988 1987 
(in thousands 
of dollars) 
Sale ofipewerandshedtd one! 4. cabberieun scot thieves, 37,653 43,869 
Putchase Ol (UCL eta Reha i, ndentoc 9,541 9,088 
Contributions to the Public Service Superannuation 
RIAD GMS AM nen. DOE Tak EO ED 677 742 

Treasury bills and accrued interest .......0..000. 14,749 14,494 
ACCOUNTS ITCCCLVADI cma seen rst et ee 6,004 7,338 
ZXCCOUNLS Da Vablewe mk ate mesh, Siena 1,854 1,959 
Transfer of Yukon liabilities 000.000... cccccccccccseceeoccccs. 1,071 
Distribution of retained earnings... oo. 490 


Furthermore, the Commission receives audit and legal services 
without charge from the Office of the Auditor General of Canada 
and the Department of Justice of Canada. 
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SUMMARY PAGE 


PACIFIC PILOTAGE AUTHORITY 


MANDATE 


To establish, operate, maintain and administer, in the interests of safety, an efficient pilotage service within 
designated waters in and around British Columbia. 


BACKGROUND 


Established in 1972, the Authority provides pilotage services and has the power to make regulations, subject to the 
approval of the Governor in Council, which establish compulsory pilotage areas; prescribe the ships/classes of ships 
that are subject to compulsory pilotage, the circumstances under which compulsory pilotage may be waived and 
pilotage tariffs; and which cover the licensing of pilots and issuance of pilotage certificates. Tariffs must be fair and 
reasonable and sufficient to permit the Authority to operate on a self-sustaining financial basis. 


CORPORATION DATA 


HEAD OFFICE 300-1199 West Hastings Street 

Vancouver, British Columbia 

V6E 4G9 
STALUS — Schedule III, Part I 

— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS 1972; pursuant to the Pilotage Act (R.S.C. 1985, c. P-14). 
OF INCORPORATION 
CHAIRMAN AND CHIEF Robert J. Smith 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


1987 1986 1985 1984 

At the end of the year 

DESH We eo) cog ee ie aD Ry REM Mh te de each eer ato 4.5 4.4 5.0 4.4 

Obhieations.f0, Lie, Private SCClOL «3... ccarete nate cdececgcngrnenrne ere nil nil nil nil 

Obljeationsdo: Canada, «. tscesennnta isc secmmesnarnads giayenssese vue ane negl. negl. 0.1 0.1 

ue O RMS aaa cuss e tives ines tats ncomevatlonteccncenncen cts oryeee steer 2.6 2.6 2.8 2.6 
Cash from Canada for the year 

~=s budectaryenirastia ond emgararnim amr gehen dest erbenctsddo sce nil nil nil nil 


Seion=budsetaryal. anne. tie cieee eh asa tony, Ea scene: nil nil nil nil 
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PACIFIC PILOTAGE AUTHORITY 
AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of Pacific Pilotage Authority as 
_ at December 31, 1987 and the statements of operations, retained earn- 
_ ings and changes in financial position for the year then ended. My 
_ examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
_ I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Authority as at December 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 

ended in accordance with generally accepted accounting principles 
_ applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial statements 
_ have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Pilotage Act 
_and regulations and the by-laws of the Authority. 


Raymond Dubois, F.C.A. 

Deputy Auditor General 

for the Auditor General of Canada 
Ottawa, Canada 
February 5, 1988 


-BALANCE SHEET AS AT DECEMBER 31, 1987 
(in thousands of dollars) 


ASSETS 1987 1986 


Current 


Cashiandishort-tecmideposits ssa ee eee 1,102 1,289 
ACCOUNTS FECELVA De reenter tere nnn nen me 2,930) 2,233 
Prepaidlexpenses..seeee, Sat nO) Bn inorerii 33 DS 
3,671 3,547 

Property and equipment (Note 3) ...........ccccccsssccesscscsscessseeseseessree 827 840 


4,498 4,387 
Approved by the Authority: 


R. SMITH 
Chairman 


LIABILITIES 


Current 


Accounts payable and accrued liabilities... 


Long-term 


Accrued employee termination benefits..............cccccccccceccecesses 
Obligationsjunder.capitalllease= se eee ee ee 


EQUITY OF CANADA 
Contributed:capitall eee: tee eee re eee es ee 


Retained earnings 


1987 


1,541 
338 


338 
1,879 


806 
1,813 


2,619 
4,498 
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PACIFIC PILOTAGE AUTHORITY—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987 


1. Nature of activities 


eT 


The Pacific Pilotage Authority was established on February 13 


1987 1986 1972 pursuant to the Pilotage Act. The objectives of the Author- 
ity are to establish, operate, maintain and administer a safe and 
Revenues efficient pilotage service within designated Canadian waters. The 
Pilotage Charges........sssssccsssssseccsseeseessseessssaseecerennnsesconsnsnasaces 26,161 23,187 Act further provides that the tariffs of pilotage charges shall be 
Interest and Other INCOME .............-:-cccrereeeseeseevorereererecnneneseronse 120 134 fair and reasonable and consistent with providing a revenue, 
26,281 23,321 together with any revenue from other sources, sufficient to permit 

Expenses the Authority to operate on a self-sustaining financial basis. 

Contract pilots’ fees .......-..--.cceesseccessesneeseersecteenerererseesennasensenes 18,629 16,300 Pilotage services on the Fraser River are provided by employee 
Operating costs of pilot Doats cece eects 2,626 2,454 pilots and in other coastal waters under a contract with a local 
Transportation ANG travels seeeegze eeteorscscere meer vageearoncre ss DAS NE association of licensed pilots. 
See err ter unmerg Ground Bein Thc AGC, eC a, as 
Professional and special Services ...........::.ccsseeeeeeeteterrees 167 158 . Significant accounting policies 
PETES ee eee caer ta sence Seay oar tees cesses seer aestn 158 160 , 
Computer software COStS..........::c:csecs ieee eesece ser eeee tect esensesees 138 109 Capital leases 
Utilities, materials ANG SUPPLIES .........s6..ccrseceeeseteeceesesesseneeee 135 86 Under the terms of certain lease agreements the Authority 
Depreciation. ye Rag! 1 apne pie ee TS tN Nir atccoa mike 133 169 assumes the rights and obligations of ownership. These leases are 
Poe i ar ety ice Se POSE EP CCPEIO SEI DDE OPOE DIONE CEE GLEE ECE PER TOES 99 94 treated as capital leases. An asset and an obligation are recorded 
epairs and maintenance .............. cece ieee reese sees 17 20 : 
Cie Me ee ed es at an amount equal to the market value of the asset at the begin: 
6271 23,541 ning of the lease. The obligation is reduced each year by the prin- 
Niet eotne Udss) for the year : a (220) cipal portion of the lease payments and the interest portion 1s 
peed seit, Caer ke ne ren en yee charged to expense. 
Depreciation 
Depreciation of property and equipment is calculated on a 

STATEMENT OF RETAINED EARNINGS straight-line basis and is based on the estimated useful lives of the 

FOR THE YEAR ENDED DECEMBER 31, 1987 assets as follows: 

(in thousands of dollars) Buildings 20 years 
Pilot boats 20 years 
re a cant | aah a ea A Equipment 5 and 10 years 
Be I Leasehold improvements 15 years 

Aprdoniated Employee termination benefits 

Balance at beginning and end of the year... cee 500 500 Employees are entitled to specified benefits on termination as 
Unappropriated provided for under labour contracts and conditions of employ- 
Balance at beginning of the year ..........ccecesseseees estes 1,303 1,523 ment. The liability for these payments is recorded in the accounts 
Net income (loss) for the year .........c:c.cccecsceeeeeeessesr ees seeteereenee 10 (220) as the benefits accrue to the employees. 
Balance at end of the year...........cccceccceceesesesesteseseseneeteseeeeeneestes ISS eeles03 Contributed capital 
1,813 1,803 : : 

2 2 od en ee ee Amounts representing the values assigned to property and 
equipment transferred from Canada in 1972 and the cost of any 
property and equipment financed from parliamentary appropria- 

STATEMENT OF CHANGES IN FINANCIAL POSITION tions are shown as contributed capital. 

FOR THE YEAR ENDED DECEMBER 31, 1987 Retained earnings 

(in thousands of dollars) Amounts are appropriated from time to time by the Authority 
to provide for extraordinary costs arising from renewal or acquisi- 

SS ST = ee aa ae eee ne MaDe tion of fixed assets and for contingencies. 

1987 1986 
Pension plan 
Operating activities All employees are covered by the Public Service Superannua- 
Net income (loss) for the year ........c:ccccseceecs esses eeeeeeeerien 10 (220) tion Plan administered by the Government of Canada. Contribu- 
Items not affecting cash tions to the Plan are required from both the employee and the 
Depreciation ...........eccceeeies Bae Se eran Bonar ee Monae tos 133 169 Authority. These contributions represent the total liability of the 
Loss on sale of property and CQUIPMENL.........-- eee ree 10 Authority and are recognized in the accounts on a current basis. 
Employee termination Pre rie EitS ees ecrneseere=s (89) (16) 
Change in operating components of working Capitalenseenes (91) (34) 
Cash required for operating ACtiVItiES ............ecc esis scene (27) (101) 
Investing activities 
Proceeds from disposal of equipment ............-.0005 eigen: 2 
Additions to property and equipment ......-.. crete (139) = (82) 
Financing activities 
Decrease in long-term obligations under capital lease ............ (30) = (27) 

Decrease in Cash.....c.cccccccccsecesrescssecenscsessenecserscscusstssenenessereeasentacenrs (187) (210) 

Cash and short-term deposits at beginning of the year .............. 1,289 1,499 

Cash and short-term deposits at end of the year... 1,102 1,289 
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: PACIFIC PILOTAGE AUTHORITY—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Concluded 


3. Property and equipment 


1987 1986 
(in thousands 

of dollars) 
Buildings tee OR ts ey petit sardicy bee: 40 40 
PiUlOUbOa tSiererctrt ttn aig eae teh ae wre cert etiyes ee 1,142 1,142 
IGEN Gee cee ante Pett eres tren Me ue tie atc 907 800 
cascHoldtim provements mae meses te ence ne nent i 34 31 
223013 
~Accumulatedidepreciation sameeren ee te eee oe 1296 selali73 
827 840 


The above assets include a pilot boat under a capital lease at a 
total value of $276,000 (1986—$276,000) less accumulated 
depreciation of $207,000 (1986—$193,000). Following the final 
lease payment of $30,000 in April 1988 the Authority has the 
option to purchase this pilot boat for $1. 


. Commitments 


The Authority has a long-term lease obligation for office 
accommodation aggregating $925,440 for the period to December 
31, 1999 at a base annual rent of $77,120. The obligation also 
calls for pro-rata share of operating costs estimated at $43,000 for 
1988. 

The Authority has an operating lease agreement for the services 
of a manned pilot boat with a guaranteed annual rental of 
$58,000 to 1990, plus operating expenses. There is an option to 
purchase the boat, at any time, at a price to be determined when 
the option is exercised. 


SK. Oa a 
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SUMMARY PAGE 


PETRO-CANADA 


MANDATE 


To explore for, research, develop, produce and distribute hydrocarbons and other types of fuel and energy, and to 
engage or invest in ventures related thereto. 


BACKGROUND 


Petro-Canada’s growth was principally from its acquisition, in succession, of Atlantic Richfield, Pacific Petroleums, 
Petrofina, BP Canada and Gulf Canada rights and other assets but, as well, major new investments have been made 
by the corporation in conventional crude oil and gas exploration in Western Canada and in frontier drilling. It owns a 
significant share in the promising Hibernia and Terra Nova offshore fields and in the Syncrude tar-sands and Wolf 
Lake in situ oil sands projects. 


CORPORATION DATA 


HEAD OFFICE 150 - 6th Avenue, S.W. 
Calgary, Alberta 
P2P3E3 
STATUS — Schedule III, Part II 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Marcel Masse, P.C., M.P. 
DEPARTMENT Energy, Mines and Resources 
YEAR AND MEANS 1975; by the Petro-Canada Act (R.S.C. 1985, c. Pei). 
OF INCORPORATION 
CHAIRMAN AND CHIEF Wilbert H. Hopper 
EXECUTIVE OFFICER | 
AUDITOR Arthur Andersen & Co. | 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. | 


1987 1986 1985 1984 
(restated) 
At the end of the year 
PROTO ASR i See tere ee ea ts ane ee 8,453 8,139 8,846 8,966 
Obligations to the yprlvate SCCtOr ....cicc.k..:s00 ney ee pOlannaaneaes ee 1,894 1,740 2,045 1,469 
Obligations to Canada -.6.acc4.--ch.caseesrscresenain oara peensenaraedconnrna nil nil nil nil 
Becavnl tryice Goan ea carcter, 228sconhpronintestncrangilas an asp eeaateo ce gaaatant 3,872 ef a8 3,642 4,479 
Cash from Canada in the year 
BCU SUREY cis assay piceac a a samen one ete aga earner nil nil (S0)* nil 
Se NOM OUUSCLALY so cssen: soecanctacanexcuasare tern s2ara eoeRm reat aetanaR laos aye nil nil nil 425 


* Dividend to Canada 
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_~PETRO-CANADA 


/ MANAGEMENT'S RESPONSIBILITY FOR THE FINANCIAL 
| STATEMENTS 


The financial statements have been prepared by management in 
accordance with generally accepted accounting principles appropriate 
in the circumstances. Management is responsible for the other infor- 
mation in the Annual Report, which is consistent, where applicable, 
with that contained in the financial statements. Management is also 
responsible for installing and maintaining a system of internal control 
to provide reasonable assurance that reliable financial information is 
produced. The Corporation has an internal audit department whose 
functions include reviewing the system of internal control to ensure 
that it is adequate and functioning properly. 


The Board of Directors is responsible for ensuring that management 
fulfills its responsibilities for financial reporting and internal control. 
The Board exercises its responsibilities through the Audit Committee 
of the Board, a majority of which is composed of directors who are not 
‘employees of the Corporation. The committee meets with manage- 
/ment, the internal auditors and the external auditors to satisfy itself 
that responsibilities are properly discharged and to review the financial 
statements. 


The external auditors conduct an independent examination, in 
-accordance with generally accepted auditing standards, and express 
their opinion on the financial statements. Their examination includes a 
review and evaluation of the Corporation’s system of internal control 
and appropriate tests and procedures to provide reasonable assurance 
that the financial statements are presented fairly. The external audi- 
tors have full and free access to the Audit Committee of the Board. 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1987 
(in millions of dollars) 


ASSETS 1987 1986 
Current Assets 
<ashiand‘shori-tenmdeposits 2 sees ee ee 10 
ACCOUNTS MECEIVADIE WOE. Aes. AT SURE erate Eo 892 874 
Inventories\(Note 2): setae... it Uns, soe 122) 553 
Income taxes recoverable: seniee aoe etes ah fee eel 4 20 
Deposits and'!prepaid! expensesas.. et. eee ek ee 53 35 
1,680 1,482 
mixestinents\(NOtG,3) iss ccs nee ee ee ee tees Ne 509 356 
Property, Plant and Equipment, net (Note 4) .00.0.00.00.0.0ccc 6,197 6,223 
Bercured\@narges (NOLES cent ter reece en ee 67 78 
8,453 8,139 


Approved on behalf of the Board: 


W.H. HOPPER 
Director 


W. McBURNEY ELLIOTT 
Director 
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AUDITORS’ REPORT 


TO THE HONOURABLE MARCEL MASSE, P.C., M.P. 
MINISTER 

ENERGY, MINES AND RESOURCES CANADA 
HOUSE OF COMMONS 


We have examined the consolidated balance sheet of Petro-Canada 
(incorporated by Special Act of the Parliament of Canada) as at 
December 31, 1987 and the related consolidated statements of earn- 
ings, retained earnings and changes in financial position for the year 
then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the Corporation as at December 31, 1987 and 
the results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted accounting 
principles applied, except for the change (with which we concur) in the 
method of accounting for pension plans as explained in Note 14 to the 
consolidated financial statements, on a basis consistent with that of the 
preceding year. 


We further report that, in our opinion, the transactions of the Cor- 
poration and its consolidated wholly-owned subsidiaries that have 
come to our notice in the course of our examination of the consolidated 
financial statements of Petro-Canada were, in all significant respects, 
in accordance with the Financial Administration Act and the regula- 
tions thereto, the charter and by-laws of the Corporation and its con- 
solidated wholly-owned subsidiaries and any directives given to the 
Corporation. 


Arthur Andersen & Co. 
Chartered Accountants 


Calgary, Canada 
February 23, 1988 


EE ee ee ee ee eee 
ee — — ——wwonmmma9sapSOO C—O 


LIABILITIES AND SHAREHOLDER’S EQUITY 1987 1986 
Current Liabilities 
Short-termmotesipaya Dlcpemem rc tt ene ere ee 313 
Accounts payable and accrued liabilities........0.0......... Re eee 864 933 
Currentiportioniof long-term debt... : 6 13 
Outstanding cheques less Cash .........0.0.ccccccccccceeeeeeeee Bren ects 88 
1,183 1,034 
ong-termebeduINOte © mcrae car itera tee ene eer ee 744 805 
Deferredi@redits (Notes) erty et en eee 190 198 
DeternedslncomemMaxess 1 se ete eee, een) ee 1,633 1,469 
Redeemable Preferred Shares (Note 8)...........-..c0cccccccccccceeeeseseeee 831 922 
CapitalnINOtess \aereeereet erie terieare oer ene be ee era, 4,161 4,161 
Deficit tetera pt cats see ee rk hie ind hE L a tate hl (289) (450) 
awe Shih) 
8,453 8,139 


eee 
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PETRO-CANADA—Continued 


CONSOLIDATED STATEMENT OF EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1987 
(in millions of dollars) 


Revenue 
OperatinSient-ns ness fe riore Nyt bac xcerr nate winaes. eeeeaeee 2 9Na Re 
Investmenteand. obherincome. 2) ye caveats be eo 


Expenses 
GCrude.oil_ and) productipurchases soccer c-- kone eats neers eee 
Marketing, general and administrative.................00:c:eeeeee 
Prodtcmpcand'refining 3.440 eee ee eee, ees 
Depreciation, depletion and amortization ..............0.cee 
Taxes other than income taxes (Note 10) 00.0... 
Intecest,on long-term, debtzan..8. 4 tees. eae oe te 
Othersintenes tou. bere ee) ee eee ose. Saeeao 


Earnings before Undernoted Items.......... OA bats Mrerba ses Bea ates 


Provision for Income Taxes (Note 11) 
Deferrediics a ewes Ren ky ee AE Males Seog he teers 
CTE eo) 1X eee Nene RN 2, OEE ee Re ence 


Net Earnings before Dividends on Redeemable Preferred 
Shares: ae ene Pees kre eo a eee Bea ee 


Net Earnings after Dividends on Redeemable Preferred 
Shares 


1987 


1986 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1987 
(in millions of dollars) 


Retained Earnings (Deficit) at Beginning of Year......0.0..0.0.0...... 
Net earnings before dividends on redeemable preferred shares.. 
Dividends on redeemable preferred shares ...............:.c:cccccccrceeee 
Exchange adjustment on redemption of redeemable preferred 


1987 


(450) 
PANNE) 
(41) 


1986 


(519) 
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CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 

FOR THE YEAR ENDED DECEMBER 31, 1987 
(in millions of dollars) 


1987 1986 
Internally Generated Cash 
Working capital provided from operations (Note 12)............. 784 728 
Proceeds from sale of property, plant and equipment ............. 46 59 
Advances on future natural gas deliveries .......0.0.0000.0.0.000000.- (11) (17) 
Internally generated cash from operations ................0.::ccce 819 770 
Decrease (increase) in operating working capital (Note 13).. (244) 406 
if ieee 129 Wis 
Investment Activities 
Expenditures on property, plant and equipment ..................... 488 614 
Petroleum/incentive/Program grants...) (5) (166) 
Increaseinkinvestmentsenet sce ee ee ee eee ee eee 142 Si: 
Increase. inideferredichargess neve ee. nen) eae ee 1 24 
Acquisition of Gulf Canada Limited assets...........0.0.0..0c0000. 301 
626 830 
Financing Activities and Dividends 
Increase (decrease) in short-term notes payable, net .............. 313 (532) 
Redemption of redeemable preferred shares .............0.0.:000000 (102) (356) 
Dividends on redeemable preferred shares .................0.0..0000. (41) (59) 
Redictionon long-tenniiGc Otek eer (21) (21) 
Proceeds from issue of long-term debt .............0...00.0ceeee 556 
149 (412) 
Increase (Decrease)iini@ashiceerne cere errata cee eee 98 (66) 
Gashi((Deficiency)iat Beginning ofe\cate 1s. neee eee (88) (22) 
Cash and Short-Term Deposits (Deficiency) at End of Year .... 10 (88) 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1987 
(in millions of dollars) 


1. Summary of Significant Accounting Policies 


(a) 


(b) 


(c) 


(d) 


Basis of Consolidation 


The consolidated financial statements include the accounts of 
Petro-Canada, an agent of Her Majesty in right of Canada, 
and of all subsidiary companies (“the Corporation”) except 
Canertech Inc., which is excluded for the reason described in 
Note 3. 


The excess of the consideration paid for the shares of subsidi- 
aries over the underlying net book values at the dates of 
acquisition is attributed to the related assets acquired and is 
amortized over the life of these assets. 


Inventories 

Inventories are stated at the lower of cost and net realizable 
value. 

Investments 


The Corporation accounts for investments in companies over 
which it has significant influence on the equity method. 
Other long-term investments are accounted for on the cost 
method. 


Property, Plant and Equipment 


The Corporation accounts for its investment in oil and gas 
properties on the full cost method whereby all costs relating 
to the exploration for and development of oil and gas reserves 
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PETRO-CANADA—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Continued 


(e) 


(f) 


(g) 


are capitalized. Such costs include those related to lease 
acquisitions, geological and geophysical activities, lease rent- 
als on non-producing properties, drilling both productive and 
non-productive wells and overhead related to exploration and 
development. Separate cost centres have been established for 
each country in which the Corporation has an interest in oil 
and gas properties. The Corporation applies a “ceiling test” 
to each of its producing oil and gas cost centres to ensure that 
such costs do not exceed the total of the estimated future net 
revenues from production of proven reserves, the unimpaired 
costs of certain projects in Canadian frontier areas and the 
unimpaired costs of unevaluated properties. The estimate of 
future net revenues is based upon prices and operating costs 
in effect at the balance sheet date. In addition a consolidated 
ceiling test provides for future administrative overhead, 
financing costs and income taxes. 


Costs are accumulated separately for the Syncrude Project, 
producing in situ and other oil sands leases. Overburden 
removal costs relating to oil sands which will be mined in 
future years are deferred and are charged to earnings when 
the related oil sands are mined. 


Substantially all of the Corporation’s exploration and pro- 
duction activities are conducted jointly with others. Only the 
Corporation’s proportionate interest in such activities is re- 
flected in the financial statements. 


The interest cost of debt attributable to the construction of 
major new facilities is capitalized during the construction 
period. 


Depreciation, Depletion and Amortization 


Costs incurred in producing oil and gas cost centres, other 
than unimpaired costs of certain projects in Canadian fron- 
tier areas and of unevaluated properties, and costs incurred 
on the Syncrude Project and producing in situ oil sands leases 
are depreciated or depleted separately on the unit of produc- 
tion method based on estimated proven recoverable oil and 
gas reserves before royalties. For purposes of calculating 
depreciation and depletion, natural gas production and 
reserves are converted to equivalent units of crude oil based 
on the relative energy content of each commodity. 


Costs incurred in non-producing oil and gas cost centres and 
other oil sands leases are subject to review for impairment. 
Any impairment is charged to earnings. When exploration 
proves to be successful, and economic viability has been 
established, the unimpaired balance is depleted on the unit of 
production method when production commences. 


Depreciation of other plant and equipment is provided on 
either the unit of production method or the straight line 
method as appropriate. Straight line depreciation rates are 
based on the estimated service lives of the related assets. 


Income Taxes 


The Corporation makes full provision for income taxes 
deferred as the result of claiming depreciation, exploration, 
development and other costs for income tax purposes which 
differ from the related amounts charged to earnings. 


Translation of Foreign Currency 


Current assets, except inventories and prepaid expenses, cur- 
rent liabilities and long-term debt are translated at rates of 
exchange in effect at the balance sheet date. Long-term 
assets, inventories, prepaid expenses, deferred income taxes 
and redeemable preferred shares are translated at rates of 
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exchange in effect at the respective transaction dates. Reve- 
nue and expense items are translated at the average rates of 
exchange in effect during the year, except for depreciation, 
depletion and amortization which reflect rates of exchange in 
effect when the assets were acquired. 


The resulting exchange gains or losses are included in earn- 
ings, except for unrealized exchange gains or losses arising on 
translation of long-term debt, which are deferred and amor- 
tized over the remaining term of the debt. 


Foreign operations are integrated with the Corporation’s 
other activities and are translated in the manner described 


above. 
Inventories 
1987 1986 
Crude oil, refined products and merchandise...................... 657 498 
Materials and supplies............0...0.ccccccccceeee- Tee rast eee 64 55 
72) 553 
Investments 
1987 1986 
At equity 
Westcoast Transmission Company Limited.................... 219 177 
Petro-GanadalGentremmete: =n nnn a ee 188 84 
Sedpex! [ich eer ae eee ee Om ONIN Meme rrr ay 8 a 38 31 
Other peter atetee tres brine, omen Wd eenantery eae ie, 20 17 
At cost 
Mortgages and other investments.........0.....ccccccccceececeeceee- 44 47 


509 356 


Westcoast Transmission Company Limited (““Westcoast”’) 


At December 31, 1987 the Corporation held approximately 
31% of the outstanding common shares of Westcoast with a 
quoted market value of $250 million (1986—$165 million). 


Petro-Canada Centre 

At December 31, 1987 the Corporation held 50% of a joint ven- 
ture which owns Petro-Canada Centre, an office complex in Cal- 
gary. The Corporation has entered into a long-term lease for use 
of a portion of the complex and has guaranteed $133 million of 
long-term debt related to the facility. 


Sedpex Inc. 


At December 31, 1987 the Corporation held 50% of the out- 
standing common shares of Sedpex Inc., a company which owns a 
semi-submersible drilling vessel. This vessel is under lease to the 
Corporation. 


Canertech Inc. (“‘Canertech’’) 


The accounts of Canertech, a wholly-owned subsidiary com- 
pany, have been excluded from consolidation because a formal 
plan exists to dispose of the investment in the subsidiary. In 
response to a directive by the Government of Canada, the Corpo- 
ration incorporated Canertech in 1981 to develop alternate energy 
sources. At that time the Government indicated its intention of 
purchasing the Corporation’s investment at cost and establishing 
Canertech as an independent Crown corporation. The Corpora- 
tion is proceeding with the implementation of a Government 
directive to bring about the dissolution of Canertech. The Corpo- 
ration’s investment in Canertech is carried in the accounts at its 
original cost of one dollar. 
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PETRO-CANADA—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Continued 


4. Property, Plant and Equipment 


Cost 
Natural resources 
Oil and gas 
C@anadate sae Re eR, Ai a ae tit ee ate 5,234 
Foreign 
= Producing ese eee. eee eas PE EEN ee ie MC 64 
—Non-producing.......... Tee Ne see CeO CI RATE 2.26% 110 
Oil sands 
SyncnudesProject ee cess accrtncy terg nec sar re fe etre seicer ane ce 709 
Proctrcing ieSut tess. cee eat cesce sea terete ene acer ee eee oe 130 
OtH eri] SAMS voce sas cecccsce MUN nee eee we te tere penta tao 207 
Natural as MQUIGSieceeercereorsaceieteeee: said iets sca ESE RES BAS 206 
Othe rae ere ee a lorcet et moccasin Curemunceer 111 
6,771 
Retinedioiliproductsy sn aeccssceecrsraectceteti tore tetera race aera 2,369 
Other property, plant and equipment..............::cece eee ences 275 
9,415 
At December 31, 1987, $3,074 million (1986—$3,103 million) 
of Canada oil and gas net costs were subject to depreciation and 
depletion. 
5. Deferred Charges 
1987 1986 
At cost 
Oil sands overburden removal COStS...........0.00cc eee 40 43 
Less portion related to oil sands to be mined within one 16 11 
VOCAL erik arnt ae etea te oc Neato og aac gs Fe eT TTT OE 
24 BZ 
Deferred pension funding. ccc.ccsecereeeess ee eet eS 
At amortized cost 
Deferred financing COStS sae ae eee ee reer ee me 16 
Other Pr) SE ORS FR 4 Lee. 16 19 
Translation adjustment on long-term debt........ 11 
67 78 
6. Long-term Debt 
Maturity 1987 1986 
In Canadian dollars 
8.25% unsecured notes.............-... 1993 1] 14 
Other rye esc oatarss e secant: 1 
In United States dollars 
7.25% unsecured debentures 
(U.S. $200 million).................. 1996 260 276 
8.25% unsecured debentures 
(US2$200 million) 4,4.525.2: 2016 260 276 
LIBOR less 0.8% unsecured 
notes 
(USeS 125 nillion) oss cecae : 1995 162 173 
9% unsecured notes 
(UO) See50 MUNON) ec sraes 1995 39 52 
7.75% unsecured notes 
CULSSS14>million}s sno 1993 18 19 
8.45% unsecured notes.......... fort 7 
750 818 
Eeess Current POrtION <......c0acsenscsansaces 6 13 
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1987 1986 Capital Expenditures 
Accumulated 
Depreciation, 
Depletion 
and 
Amortization Net Net 1987 1986 
1,984 3,250 3257 239 233 
45 19 25 | 
93 17 19 12 13 
132 577 554 44 48 
15 115 91 30 14 
207 5) 6 
78 128 135 2 l 
82 29 29 4 
2,636 4,135 4,110 336 316 
448 1,921 Sal 122 112 
134 141 138 25 20 
3,218 6,197 6,223 483 448 


Repayment of long-term debt 


The minimum repayment of long-term debt in each of the next 
five years is as follows: 


98 Sis wesgncy Noersn user Wyrarceauny Mae ai ok decd ans 6 million 
1989. 5k Nets Pomc met sate 6 million 
OQ Aah 2 eS RR Steer eS rent ees: 6 million 
L9G ireeee tees Secrses hes ccetana: 7 million 
OPA dhe pet Re iii tah viet Cente brant 7 million 
. Deferred Credits 

1987 1986 
Advances on future natural gas deliveries ............. 118 129 
One teem ADI CS rege eee race Bere ey 39 69 
Translation adjustment on long-term debt 0... 33 


190 198 


. Redeemable Preferred Shares 


The redeemable preferred shares, which were issued by a sub- 
sidiary to a group of Canadian chartered banks, are floating rate, 
cumulative and non-voting. Cumulative dividends, payable quar- 
terly, are, at the option of the subsidiary, based on a percentage of 
either the United States Base Rates or the London Inter-Bank 
Offered Rates of the banks. At December 31, 1987, the dividend 
rate was approximately 4.4% per annum. The shares are redeem- 
able, at the option of the subsidiary, at one hundred dollars U.S. 
per share, plus accrued dividends. In 1987 the subsidiary exer- 
cised its option to redeem 779,000 shares (1986—850,000 shares) 
for a consideration of U.S. $78 million (1986—U.S. $85 million). 
In 1986 the subsidiary repurchased an additional 1,728,000 shares 
for a consideration of U.S. $172 million. At December 31, 1987, 
7,093,000 shares were outstanding. 
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~PETRO-CANADA—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Continued 


Number of 
Shares Consideration 
Common Shares 
Balance at beginning and end of 
VCALIERE ER a cae eRe) ane eine 31,883 3,188 
Preferred Shares 
Balance at beginning and end of 
Vd tenon ee ee 972,771,853 973 
Total Capital at Beginning and End 
OLIN CAT ema Rete Sele 4,161 
10. Taxes Other than Income Taxes 
1987 1986 
Federalisalesaxteee enc ee hr 349 411 
OLUIS RS: ees a a av rie 1. ot Sn 45 63 
Petroleum and Gas Revenue Tax ....-0--oocccccccccecececececce. 38 
394 $12 


Subsequent to December 31, 1987 the Corporation gave notice 
of its intention to redeem the shares by April 11, 1988. The funds 
for this redemption are to be provided by additional debt. 


9. Capital 


Authorized 


(a) 71,188 common shares with a par value of one hundred thou- 
sand dollars each, and 


(b) Preferred shares issued to the Government of Canada pro- 
vided that the amount of such shares together with any loans 
received, and outstanding, from the Consolidated Revenue 
Fund of the Government of Canada is not in excess of one 
billion dollars. These shares have a par value of one dollar 
each, are redeemable at par at the option of the Corporation, 
carry no stated rate of dividend and are non-cumulative. 


Issued (to the Government of Canada) 


. Income Taxes 


The provision for income taxes of $227 million (1986—$249 


million) represents an effective rate of 51.6% (1986—57.8%) on 
earnings before income taxes of $440 million (1986—$431 mil- 
lion). The computation of the provision, which requires adjust- 
ment to earnings before income taxes for non-taxable and non- 


allowable items, is as follows: 


1987 1986 
Earnings before income taxes ................. 440 431 
Add (deduct) 
Royalties and other payments to provincial govern- 

TINS SV Eis Sse nereci es ne ae ROS Ae 160 169 
Federal allowances 

Resource allowance .............. (144) (127) 

AR CDICHON eee niet ater nine tie yee (36) (39) 
Petroleum and Gas Revenue Tax ........0............. 38 
Non-deductible depreciation, depletion and amortiza- 

UIC chat cease to tice or MaMa Sa eee nn ae 99 81 
IWOM=taKa DIE (PA INS coors es eee eae iveoviecec: , (10) (21) 
Equity in earnings of affiliates.......... (25) (18) 
Otherness See RE Ree (8) (8) 

Earnings as adjusted before income taxes 476 506 


12. 


Se 
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Canadian Federal income tax at 46.6% (1986—47.8%) 

applied to earnings as adjusted oo... coococceceecoecees.. 222 242 
Provincial and other income taxes, net of federal abate- 

MOR D Steers i SUNS ieee ohne | oe El ee gpm Pe o 12 
Provincial income taxjrebates «fa aer.b:ec.-cars ec eicces, (4) (5) 
Froyisionjfomincomeitaxes) gare tari Shines ae 227 249 
Working Capital Provided from Operations 

1987 1986 
Earnings before dividends on redeemable preferred 

Shares 3 SG08. 8 rie. Msiwens Ate ovals oe oie 213 182 
Add (deduct) 

Depreciation, depletion and amortization ...................... 412 394 

Defenredincomeyta Xs ne eee eee 164 165 

Equity earnings, net of dividends received....................... (4) 

OU Cr eer eae ee eee ee eae ae Oe (1) (13) 

784 728 


Increase (Decrease) in Components of Operating Working Capi- 


tal 

1987 1986 
ENCCOUNLSSTCCCLV.A DIC pene een en 18 (433) 
INVENCOICS Roan OTe: ire ACRE, Oo ems 168 (557) 
Incomejtaxessrecoverable sere aes enn (16) 10 
Deposits and prepaid expenses............cccccccccccscessecseeseescesseess 18 2 
Accounts payable and accrued liabilities ....0..0.00.0000.00000.... 69 556 
Othe trict, sn thee acl eR EN cee ORD mene oe (13) 16 

244 (406) 


Operating working capital is comprised of working capital other 
than cash and short-term deposits, short-term notes payable and 
current portion of long-term debt. 


. Pension Plans 


Effective January 1, 1987 the Corporation adopted prospec- 
tively the Canadian Institute of Chartered Accountants’ new 
recommendations on accounting for pension costs and obligations. 
Prior to 1987 the Corporation charged to earnings an amount 
equal to that funded. The effect of this change was to increase 
1987 net earnings by $6 million. 


The Corporation’s plans are defined benefit plans with the ben- 
efits generally based upon years of service and average salary dur- 
ing the final years of employment. They are funded by the Corpo- 
ration based upon the advice of an independent actuary. 


Plan Status as at December 31: 1987 1986 
Actuarial Value ofvassets..ea) to. e. eee FS 394 351 
Pension obligation .................. Oe ee ea 382 352 
Net pension asset (obligation) .......00..0000.0...0....... 12 (1) 


The net pension asset (obligation) is amortized to earnings over 
the expected average remaining service life of the employees cov- 
ered by the plans, which is currently 12 years. 


1987 pension funding and expense amounted to $32 million and 
$17 million respectively. 


. Related Party Transactions 


Transactions with the Government of Canada and its agencies 
are in the normal course of business and are therefore on the same 
terms as those accorded to non-related parties. 
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PETRO-CANADA—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Concluded 


16. Segmented Information 
The Corporation operates in two business segments: 


Natural resources, comprising: exploration, development, pro- 
duction, transportation and marketing activities for crude oil, 
natural gas, field liquids, sulphur and oil sands; and extraction of 
liquids from natural gas. 


Refined oil products, comprising: purchase and sale of crude 
oil; refining crude oil into oil products; and distribution and mar- 
keting of these and other purchased products. 


Financial information by business segment is presented in the 
following table as though each segment were a separate business 
entity. Inter-segment transfers of products, which are accounted 
for at market value, are eliminated on consolidation. Corporate 
and other includes investment income, interest expense and unal- 
located general corporate revenues and expenditures. Corporate 
and other assets are principally cash and short-term deposits, 
investments in other companies and general corporate assets. 


Natural Resources Refined Oil Products Corporate and Other Consolidated 
1987 1986 1987 1986 1987 1986 1987 1986 
Revenue 
Sales to customers and other revenues............ 2071) 546 4,461 4,588 47 38 5,079 S72 
INTeneSeSIMeNESALCS tee coe gee eee Smee 567 534 
SepincntiRevenUeme 22am seat enone 1,138 1,080 4,461 4,588 47 38 
Earnings 
Operating earnings before depreciation, 
depletion and amortization .................0.. ; 623 470 SpA 365 (25) $7 925 892 
Depreciation, depletion and amortization ...... (266) (245) (139) (141) (7) (8) (412) (394) 
ItereSt rrr cee ee ee ee (73) (67) (73) (67) 
Provisionforincome taxess..ckecee eae... ee (195) (168) (93) (109) 61 28 (227) (249) 
Net Earnings (Loss) Before Dividends on 
RedeemablieyPreferred Shares .: sree: sees 162 OY 95 115 (44) 10 213 182 
Capital Expenditures 
Capital expenditures on property, plant and 
equipment, deferred charges and invest- 
MCNtS eevee. 48 deere pepteareetses 328 319 118 118 180 92 626 529 
Acquisitions including minority interests ....... 301 301 
328 319 118 419 180 92 626 830 


Total Assets ee Ae: Sera Oe 4,431 4,392 3,436 3,222 586 525 8,453 8,139 
Capital Employed ...... me ; ose 4,207 4,102 2,815 2,698 567 318 7,589 7,118 


17. Comparative Figures 


Certain reclassifications have been made to the 1986 compara- 
tive figures to conform with the current year’s presentation. 


18. Commitments and Contingencies 


(a) Commitments 


The Corporation has leased property and equipment under 
various long-term operating leases for periods up to 2008. 
The minimum annual rentals for non-cancellable operating 
leases are estimated at $73 million in 1988, $49 million in 
1989, $49 million in 1990, $40 million in 1991, $36 million in 
1992 and $17 million per year thereafter until 2008. 


(b) Contingencies 


The Corporation is involved in litigation and claims 
associated with normal operations. Management is of the 
opinion that any resulting settlements would not materially 
affect the financial position of the Corporation. 
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PETRO-CANADA—Continued 
APPENDIX 

CANERTECH INC. 

AUDITORS’ REPORT 


TO THE SHAREHOLDER OF CANERTECH INC. 


We have examined the Balance Sheet of Canertech Inc. (a wholly- 
owned subsidiary of Petro-Canada) as at December 31, 1987 and the 
Statements of Loss and Deficit and Changes in Financial Position for 
the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the circum- 
stances. 

In our opinion, these financial statements present fairly the financial 
position of the company as at December 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles, 
applied on a basis consistent with that of the preceding year. 


Burke, Newman & Co. 
Chartered Accountants 
Winnipeg, Canada 
January 20, 1988 


BALANCE SHEET DECEMBER 31, 1987 
(in thousands of dollars) 


287 


ASSETS 1987 1986 


13,390 


LIABILITIES AND SHAREHOLDER’S DEFICIT 1987 1986 


Accrual for dissolution costs (Notes 4 and 8) ........0c00. 459 857 
Advances from the Government of Canada (Note 5)........... 29,550 29,550 
Shareholders deficit (Note 6): seen eee (16,619) (17,187) 


13,390 13,220 


The accompanying notes are an integral part of this Balance Sheet. 
Approved on Behalf of the Board: 


G. M. WILSON 
Director 


F. B. GRANT 
Director 
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CANERTECH INC.—Continued 


STATEMENT OF LOSS AND DEFICIT 
YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 


1987 
Equity in loss of Canertech Conservation Ince.......... 
Provision for loss on disposition of Canertech Con- 

SELVAHOM INGE creat ee en aes, (600) 
Interest income net of divestiture and manage- 

MENECOSES# 2. te eee Oe ee en ere 1,168 
Net incomes(loss) forthe ea renecn1oere een ee. ‘ 568 
Deficitebeginning-ol \eateeere.: te eee tee (17,187) 
Deficitend Ofpyea tannic ee ee ee eee (16,619) 


The accompanying notes are an integral part of this Statement. 


1986 


(464) 
(661) 


700 


(425) 
(16,762) 
(17,187) 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 


1987 


Cash provided by (used for) operating activities 
Net income (loss) for the year ...........ccccceceeseees 568 
Less: items not affecting cash 
—Equity in loss of Canertech Conservation 


VWACs gb | ek Sy ee epee tt met nae Bi Sede ape 
—Provision for loss on disposition of Caner- 

TECH CONSCRVALIOND LC reerre.. eet eames 600 
Other ea ee 
—Interest implicit in debenture receivable...... (481) 
—Reduction in accrual for dissolution costs.... (398) 


Cash provided by (used for) investment activities 
Proceeds on sale of investments .................0000000 150 
Net advanicesitounvestees (fice cs rccastersees 


150 
Cash provided by financing activities 
Incomenaxesinecovera Die mama ete eee 
Increase in cash and term desposits ...............0..0.000- 439 
Cash and term deposits, beginning of year .............. 8,133 
Cash and term deposits, end of year...........c:c:ccce. 8,572 


The accompanying notes are an integral part of this Statement. 


1986 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987 


Order-in-Council 


On December 21, 1984, the Government of Canada issued Order-in- 
Council P.C. 1984-4187 which was subsequently replaced by P.C. 
1986-2311 dated October 9, 1986 whereby the parent corporation was 
authorized to bring about the dissolution of Canertech Inc. and to 
replace federal Crown ownership of Canertech Conservation Inc., a 
wholly-owned subsidiary with other ownership. 


1. Significant accounting policy 


Consistent with the terms of the Order-in-Council, these finan- 
cial statements have been prepared on the liquidation basis. 
Assets have been presented at their estimated net realizable values 
before costs of dissolution. 


2. Other investments 


As a result of the disposition of the corporation’s investment in 
Canertech Conservation Inc., the corporation acquired a non- 
interest bearing debenture receivable in the amount of 
$6,500,000. The first payment of $500,000 was received January 
2, 1988 and the balance is due in 48 monthly payments of 
$125,000 commencing November 1, 1988. 

This agreement contains an adjustment clause based on the 
realizability of certain contracts having a total value of $1.6 mil- 
lion. Management’s estimate of the potential loss in this regard is 
$1,000,000 as of December 31, 1987 ($400,000 in 1986) and 
accordingly these amounts have been accrued in these financial 
statements. 

The corporation holds a minority interest in Valera Electronics 
Inc. together with several loans receivable acquired as a result of 
the disposition of other investments. These investments are 
recorded at their estimated net realizable values before costs of 
disposition. 

The portion of the above debenture receivable and notes receiv- 
able due in 1988 is approximately $1,040,000 ($300,000 in 1987). 


3. Income taxes recoverable 


This amount represents the recovery of certain Investment Tax 
Credits. 


The benefits resulting from any future income tax reductions 
have not been recorded in these financial statements. 


4. Accrual for dissolution costs 


The accrual for dissolution costs represents management’s 
anticipation of the costs to complete the disposition of assets and 
the settlement of liabilities. Should the corporation not conclude 
the disposition of investments as currently contemplated by man- 
agement, additional costs may be incurred. 
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PETRO-CANADA—Concluded 
| APPENDIX—Concluded 
CANERTECH INC.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Concluded 


5. Advances from the Government of Canada 


The advances are without requirement for interest or repay- 
ment. Management anticipates that the corporation will be unable 
to repay the obligation in its entirety and the Government of 
Canada will absorb the company’s deficit upon dissolution. The 
corporation has reduced these advances by the $2,250,000 due 
from Energy, Mines and Resources Canada. 

The amount of $2,250,000 arose from the corporation’s partici- 
pation in the Societe Biosyn (Reg’d) joint venture. Prior to the 
above mentioned Order-in-Council of December 21, 1984, the 
corporation was to be reimbursed for these amounts by Energy, 
Mines and Resources Canada. It is anticipated that the ultimate 
settlement of these amounts will require the direction of the Trea- 
sury Board of the Government of Canada and will involve a set- 
off against the advances from the Government of Canada. 


6. Share capital 


Authorized—An unlimited number of common shares 
Issued and fully paid—1l common share for $1 


7. Contingencies 


The corporation is a defendant in legal actions where amounts 
are claimed in pleadings filed against the corporation. Such 
amounts total approximately $77 million. Management and legal 
counsel are of the opinion that based upon the facts as presently 
known to Management and legal counsel, the better view is that 
these actions will not succeed. Accordingly, no provision for such 
claims has been made in the accounts of the company. 


8. Related party transaction 


The parent company has provided management services to the 
corporation in the amount of $18,477 in 1987 ($124,551 in 1986). 
The amounts of the costs which remain unpaid as at December 


31, 1987 and 1986 are $18,477 and $49,877 respectively. 
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SUMMARY PAGE 
PETRO-CANADA INTERNATIONAL ASSISTANCE CORPORATION 


MANDATE 


To assist oil-importing developing countries to exploit their own hydrocarbon resources; to provide development 
assistance directly to Third World countries; and to be available as an executing agent for other institutions such as 
the World Bank. 


BACKGROUND 


The first meeting of the board of directors took place January 25, 1982. Since then, the corporation has been active in 
several countries, applying Canadian technology and expertise with Canadian official development assistance funding 
in the search for hydrocarbons and in related studies, and in providing technical assistance and personnel training to 
those countries. This is a non-profit, government-funded organization. By Order in Council P.C. 985-2957, pursuant 
to s. 86(2) of the FAA, the corporation was directed to report on its affairs as if it is a parent Crown corporation. 


CORPORATION DATA 


HEAD OFFICE Constitution Square 
Suite 1601 
360 Albert Street 
Ottawa, Ontario 
K1R 7X7 
STATUS —not yet in any schedule of the Financial Administration Act 
—not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Marcel Masse, P.C., M.P. 
DEPARTMENT Energy, Mines and Resources 
YEAR AND MEANS 1981; under the Canada Business Corporations Act. 
OF INCORPORATION 
CHAIRMAN AND CHIEF Peter M. Towe 
EXECUTIVE OFFICER 
AUDITOR Arthur Andersen & Co. 


FINANCIAL SUMMARY (§ million) The financial year was the calendar year until the current report period. 


12 months 
ending 
31 March 
1988 1986 1985 1984 
At the end of the year 
era TOASTS ce ah me nt Sie hd orth, aie ee i cer eee 2 8.9 13-2 aa 
Oninations tothe private sector 0 ac cease ce tse ee aes nil nil nil nil 
Qolteattons to Candia. = tex go kct nc Son chat ee ea tars Ga nil nil =| 2.8 
Pouity of Canada ity ec cee als Sede ena uc hee eee negl. negl. negl. negl. 
Cash from Canada in the year 
AMIR RIBTN © see.) «Ni daleceeien ctr euaes Mcacads mane ee eee 67.4 33.9 37.4 aN 
NO TROT ANG isso vase dacs kn seasdarea eo ee wee nil nil nil nil 


* 


Additional funding for activity supporting CIDA Pakistan projects was received via CIDA (in 1987-88, $5.3 
million; in 1986, $10.5 million and in 1985, $17.1 million). 
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_ PETRO-CANADA INTERNATIONAL ASSISTANCE CORPORATION 
AUDITORS’ REPORT 


TO THE SHAREHOLDER OF PETRO-CANADA 
_ INTERNATIONAL ASSISTANCE CORPORATION 


We have examined the balance sheets of Petro-Canada Interna- 
tional Assistance Corporation (a wholly-owned subsidiary of Petro- 
_ Canada) as at March 31, 1988 and 1987, and the related statements of 
operations and changes in financial position for the years then ended. 
Our examinations were made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1988 and 1987, and the 
results of its operations and the changes in its financial position for the 
years then ended in accordance with generally accepted accounting 
principles applied on a consistent basis. 


Arthur Andersen & Co. 
Chartered Accountants 
Calgary, Canada 
May 6, 1988 


BALANCE SHEETS AS AT MARCH 31 


ASSETS 1988 1987 LIABILITIES AND SHAREHOLDER’S 
$ $ EQUITY 1988 1987 
Current Assets $ $ 
Cash and short-term deposits ........0....0ccccccccees 181,644 126,165 Current Liabilities 
Income taxes recoverable............-.:.0:c2..-cscce0ec0000-- 85,162 101,438 Due to affiliated company, Petro-Canada Inc. ... 2,738,023 2132,210 
Excess of total expenditures over parliamentary s 
seid : SHAREHOLDER’S EQUITY 
APPILOpriations TECeIved | av qo eee eer 2,471,218 2,504,613 Share ca picall(Note dynes. Aeeewackamea ea. 1 
2,738,024 2,732,216 2,738,024 2,732,216 


Sea ee ie Bere ee ee ee Be 
Approved on behalf of the Board: 


P.M. TOWE 
Director 


M. CATLEY-CARLSON 
Director 


292 


PUBLIC ACCOUNTS, 1987-88 


PETRO-CANADA INTERNATIONAL ASSISTANCE CORPORATION—Concluded 


STATEMENTS OF OPERATIONS 
FOR THE YEARS ENDED MARCH 31 


1988 1987 
$ $ 

Project.expenditures (Note!) jess. sceteesese 65,766,669 50,127,725 
Expenses 

General and administrative............0..00...00:00 1,605,928 2,916,913 

Interestincome Mets steerer eee eee pene (12,772) (773,513) 

Gurrent:incometaxeshs ore 6,780 385,512 
Motaliexpenditures 2 ence csteeeccestsccerascsheeunsceser ss 67,366,605 $2,656,637 
Parliamentary appropriations received during 

the year (INote:3) an cree rere acto eet 67,400,000 33,910,905 


(33,395) 18,745,732 
Total Expenditures in excess of (under) parlia- 
mentary appropriations received at beginning 


ORV CALs aie eos te eee eer Peer 2,504,613 (16,241,119) 
Total expenditures in excess of parliamentary 
appropriations received at end of year.............. 2,471,218 2,504,613 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEARS ENDED MARCH 31 


1988 1987 
$ $ 
Sources of cash 
Parliamentary appropriations received ............ 67,400,000 33,910,905 
Decrease (increase) in accounts 
receivable/income taxes recoverable ........... 16,276 (48,566) 
Decrease in income taxes payable .............. (147,328) 


67,416,276 33,715,011 


Uses of cash 


Expenditunesvmr sci kc eee eae ec eer (67,366,605) (52,656,637) 
Increase (decrease) in due to affiliated com- 
DANVES cate Oe et ORR bord: 5,808 (8,766,934) 


(67,360,797) (61,423,571) 
Increase (decrease) in cash and short-term 
deposits PE ae eee es aa $5,479 (27,708,560) 
Cash and short-term deposits at beginning of 
year cate yee hs HENS oe Pee ee 126,165 27,834,725 
Cash and short-term deposits at end of year ... 181,644 126,165 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 and 1987 


|. Incorporation 


The Corporation was incorporated in 1981 by Petro-Canada 
under the Canada Business Corporations Act as a wholly-owned 
subsidiary pursuant to directions provided by Order-in-Council 
P.C. 1981-2167 of August 5, 1981. 

2. Operations 

The Corporation’s operations are financed by parliamentary 
appropriations. An_ affiliated company, Petro-Canada Inc. 
(“PCI”), provides technical and administrative services to the 
Corporation at cost. In addition, the Corporation may also borrow 
from PCI such funds as it may require from time to time. 
Advances received from PCI, which cannot exceed $50,000,000 at 
any time, bear interest at the cost of borrowing to PCI. 


3. Parliamentary appropriations 
In addition to Parliamentary appropriations received pursuant 
to subsection 24.2 of the Petro-Canada Act, a portion of the Cor- 
poration’s 1987 expenditures relating to the Pakistan project, 
amounting to $5,262,905, were financed by Government funds 
made available to the Corporation through the Canadian Interna- 
tional Development Agency. 


4. Share capital 
Authorized 


Common shares—Unlimited 


Issued 


One common share for cash consideration of one dollar. 


5. Project expenditures 


Project expenditures consist of the following: 


Africa 


Madagascar—Phase II ...............ccecceceeeeees 
BOtUS WANA ea ote ec ceccte cnn aa 


Ghana—Phase lee perc eens 
Francophonie®s ees are 
Tanzania——Phase lle ec .aeeee 
Morocco Phasevil ieee tan ere cens 
Senegal/Gam bide se. ee 
Madagascar :....5..cc-eeorereer wee 
CNY ae ee nar See oe ee 


Ghana ao ee ee ee 
Morocco!specialiProjectin ee eee 
Gamblaiear ens uk cee ee 
GUINGa a bre. 2 ln AeA eta 
DONE QA co ected tia aie eee 
anzania=——e nase ll. cvnccer nue eeere ees 
SAN ZAN lake cts cok cena as a Renee eae 


ING pall rreeecere aren ner eee eer 


Philippines——Phaseilllierereetereese rennet 
Srilanka eee scecmeen eae ae eed 


Western Hemisphere 


Costa‘Rica—Phasew «ase ee 
Colom Dia aiccetctteess ae eties peer cere 
Jamaica—Phase. [lecus4 5.4 tee etre etek 
WostasRicate ser wee aicreeene 


Caribbean Regiomza see enter en 
Jamaica es erecce hr eee 


Technical Assistance Facility....................... 
Alberta Summer Institute for Petroleum 

Industry Development: 7.225.020 :.stsascers: 
South Pacific Offshore Region .................... 
Project Devclopmenten anacrsss ences 


1988 
$ 


9,474,457 
UAT See) 
6,849,650 
2, LOU 7S 
1,836,989 
1,761,646 
787,997 
630,593 
488,700 
347,709 
322,899 
300,126 
264,669 
139,625 
9,283 


137 


(65,386) 


18,834,867 
2,332,665 


831,803 
418,022 
(109,342) 


65,766,669 


1987 


2,396,749 


WHERERS 
146,321 


4,139,128 
1,735,875 
3,346,011 
6,462,988 


1,421,222 


874,069 
2,650 
48,915 
36,534 
13,805 
7,036,449 
7,480 


35,464,129 


73,150 
89,335 
128,804 
Del S il ie 
230,020 
483,009 
(8,048) 
101,664 
(68,851) 


6,807,855 


38,222 


4,924,568 
1,983,504 


137,000 


810,669 
50,127,725 
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PORT OF QUEBEC CORPORATION 


MANDATE 


Administration, management and control of the Harbour of Quebec and all the works and property within the 
harbour previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the 
National Harbours Board. 


BACKGROUND 


The Port of Quebec Corporation was established on June 1, 1984, pursuant to the national ports policy to create local 
port corporations at the major ports and harbours previously under the centralized administration of the National 
Harbours Board and, since February 1983, the Canada Ports Corporation. The port is an important trans-shipment 
point for Canadian grain exports and has recently modernized its two grain elevators which are operated under 
contract by a private firm. The port handled 18.3 million tonnes of cargo in 1987 including 6.3 million tonnes of 
grain. 


CORPORATION DATA 


HEAD OFFICE 150 Dalhousie Street 
| P.O. Box 2268 
Quebec City, Quebec 
GI1K 7P7 
ESTATUS — Schedule III, Part II 


ZAPPROPRIATE MINISTER 
| DEPARTMENT 


YEAR AND MEANS 
OF INCORPORATION 


Crier eARCULIVE 
BOFFICER 


| CHAIRMAN 
“AUDITOR 


— an agent of Her Majesty 
The Honourable Benoit Bouchard, P.C., M.P. 
Transport 


1984; letters patent of incorporation issued by the Minister of 
Transport pursuant to subsection 25(1) of the Canada Ports 
Corporation Act. 


Ross Gaudreault 
Guy Boulanger 
Thorne Ernst & Whinney 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


7 months* to 


1987 1986 1985 Dec. 31, 1984 
At year end 
TCU Sa ISS Ea Ge el OO RR PR es Oa 67.9 65.9 88.0 83.6 
Be olisations 10 the private SCCUON 5s: veces stajvaesiear tn nteceest ions nil nil nil nil 
Be PA LIOUSIO ANA Ga. ose inure ea gearing dana a Goonies nil nil nil nil 
Be AUT GOL, COAG 36 ocean ete ce ae al ci aoa abcedivd 63.9 61.8 83.5 197 
Cash from Canada in the period 
EE NEES PS ona ane RR de A nil nil** nil nil 
SSE ELC) Fg otters REM ne A ne en oS nil nil nil nil 


'* The corporation began operations on June 1, 1984. 
_** Takes no account of special contributions to Canada in 1986 of $21.7 million. 
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PORT OF QUEBEC CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE JOHN CROSBIE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of the Port of Québec Corpora- 
tion as at December 31, 1987 and the statements of income, con- 
tributed capital, surplus and changes in financial position for the year 
then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Port as at December 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


We further report that, in our opinion, the transactions of the Cor- 
poration that have come to our notice in the course of our examination 
of the financial statements have been in all significant respects in 
accordance with the Financial Administration Act and regulations, the 
Canada Ports Corporation Act and the by-laws of the Corporation. 


Thorne Ernst & Whinney 

Chartered Accountants 
Québec, Canada 
February 3, 1988 


BALANCE SHEET AS AT DECEMBER 31, 1987 


ASSETS 1987 1986 LIABILITIES AND EQUITY OFCANADA  —_si1987_— (1986 
aie we $ $ 
Current assets Current liabilities 
Cashes. ptt eet hs ssn: cots vcr che intebeain. 65,877 297,030 Accounts payable and accrued liabilities.......... 2,079,649 = 2,050,841 
Investments\(Note 1) 5 22...cc82-.0e). batiet te. 14,350,583 12,160,125 Grants in lieu of municipal taxes... 344,000 654,808 
Accounts recelva ble: ariecks. Cee er ees he, 3,317,994 1,760,930 Deferredirevenues cc sce 788,842 659,865 
Materialsiallg supplies sneer teers 75,831 68,781 3,212,491 3,365,514 
17,810,285 14,286,866 Long-term 
Investments (ote (Wiens. cite tence 6,650,201 6,623,856 Accrued employee benefits 0.0.0... eines 768,478 737,500 
Property, Plant and equipment (Note 2) ................. ~ 43,466,432 44,951,490 _ 
EQUITY OF CANADA (Note 4) 
‘Contributed:capital Senex esac ere re eer 61,759,198 107,251,631 
Contribution to Canada (Note 3)....0..0..0.0..00cc (21,735,000) 
Surpluss(Geuicit ree weer se care seer ee erent eens 2,186,751 (23,757,433) 
63,945,949 61,759,198 
67,926,918 65,862,212 67,926,918 65,862,212 


On behalf of the Board: 


GUY BOULANGER, F.C.A. 
Chairman 


ROSS GAUDREAULT 
General Manager and Chief Executive Officer 
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PORT OF QUEBEC CORPORATION—Continued 


STATEMENT OF INCOME 
FOR THE YEAR ENDED DECEMBER 31, 1987 


1987 1986 
$ $ 
Revenue from operations\:..0.0.ccee sehen. 10,634,983 7,962,545 
Expenses 

Operating and administrative expenses ............... 7,482,804 7,429,521 
IDC DROCIA LON aawere tae ghee ie cea od 1,941,183 1,912,453 
Grants in lieu of municipal taxes ...0..0.0..0.0.00000..-. 806,713 1,024,639 
10,230,700 10,366,613 
| Income (loss) from operations............cc.ccccccecescesceses 404,283 (2,404,068) 
BavestMentinCOMe Mees ak Pen te. fen et 1,786,580 2,417,773 
IN € thin COMO HM, <i AE ce REE. cop ais decchy. cote 2,190,863 13,705 


STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED DECEMBER 31, 1987 


| SSS 700_——O0@0$@=—=0—0—00 rw, eeee— oO 
| 
| 


1987 1986 
$ $ 
Balance at beginning of year ooo... .ecccccccececeeeees 107,251,631 107,251,631 
Contribution to Canada (Note 3)........ccccccccee. (21,735,000) 
Reduction of deficit (Note 4) ooo... (23,757,433) 
Balance-atrend rol yeanreererrt i. .6 cerecs. ccs scha, 61,759,198 107,251,631 


STATEMENT OF SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1987 


} 


1987 1986 
| $ $ 
Deficit at beginning of year, ..............c.csscccuseneeeeee- (23,757,433) (23,771,138) 
Reduction of deficit (Note 4) .o.....ccccccccecceeeeeees 23,757,433 
—USLUIL TIS Oapgpewedltl ep cnet ptiaebeaaaat 2,190,863 13,705 
Bavidencuo.Ganadan seent nee mere eee (4,112) 
Surplus (deficit) at end of year... cece 2,186,751 (23,757,433) 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1987 


1987 1986 
$ $ 
Cash provided by (used for) 
Operations 
INCCINCOMEr ce ener ee een eee 2,190,863 13,705 
Items not affecting cash 
Amortization of discount on Canada 
Government bonds a= aaaee Enns (26,345) (26,345) 
Depreciation teste ee _ 1,941,183 1,912,453 
Loss (gain) on disposal of property, plant 
andiequipmenteyee 4.1. ae ee ee 30,394 (105,184) 
Accrued employee benefits ..00.0.0..0.0.0cccccse. 30,978 (53,500) 
Changes in non-cash operating working capi- 
tali(INote!S ices esate ec ene CLES 18 7) 1,132,387 
2,449,936 2,873,516 
Investment 
Additions to property, plant and equipment... (509,124) (2,178,038) 
Proceeds on disposal of property, plant and 
equipment AS! LQiet. Coit. Bee Ms 22,605 112,261 
(486,519) (2,065,777) 
Financing 
Contributedicapitalicees 2. epee aa ne (45,492,433) 
Contr butionto Canada ieee ee 21,735,000 (21,735,000) 
Reduction OL GcliCl( eet ate amen eee 23,757,433 
Pividendstor@anad a see et ee eee (4,112) 
(4,112) (21,735,000) 
Increase (decrease) in cash position .............0.0...... 1,959,305 (20,927,261) 
Cash position at beginning of year... 12,457,155 33,384,416 
Cash. positionat end of year occ sccccescescececeetesess 14,416,460 12,457,155 
Cash position is represented by 
Gashile 2) SEAT te) ASS OY 65,877 297,030 
INVEStMEN{Si-eee beers hehe a tied et ele 14,350,583 12,160,125 
14,416,460 12,457,155 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987 


General 


The Port of Québec Corporation was incorporated on June 1, 1984, 
under article 6.2(1) of the Canada Ports Corporation Act. 


Summary of significant accounting policies 


(a) Investments 


Investments are direct securities guaranteed by Canada. They are 
presented at amortized cost and the premium or discount is amor- 
tized over the periods to maturity. 


(b) Property, plant and equipment 


Property, plant and equipment are recorded at cost except for 
those transferred to the Corporation from Canada, which are 
recorded at appraised or fair market value established at the time 
of transfer. Grants received from Canada and from third parties 
for capital projects are deducted from the cost of the related prop- 
erty, plant and equipment. 

Depreciation is calculated using the straight line method, for an 
entire year, once the asset becomes operational using the follow- 
ing annual rates: 


Dredging 2.5-6.7% 
Berthing structures 2.5-10% 
Buildings 2.5-10% 
Utilities 3.3-10% 
Roads and surfaces 2.5-10% 
Machinery and equipment 5-20% 


Office furniture and equipment 20% 
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PORT OF QUEBEC CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Concluded 


(c) Pension costs 
All permanent employees of the Corporation are covered by the 
Public Service Superannuation Plan administered by Canada. 
Contributions to the plan are required from both the employees 
and the Corporation. The annual contributions represent the 
liability of the Corporation for pensions and are recognized in 
the accounts on a current basis. 


(d) Insurance 
The Port of Québec Corporation assumes all risks with respect 
to compensation claims for occupational injury. Any costs aris- 
ing from these claims are recorded in the accounts in the year 
they can be reasonably estimated. 


(e) Grants in lieu of municipal taxes 
The expense for grants in lieu of municipal taxes is based on 
estimated municipal assessments adjusted in accordance with 
the Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Public 
Works Canada. Any adjustments upon finalization are ref- 
lected in the accounts in the year of settlement. 


(f) Employee benefits 
Every year the Corporation accounts for estimated liabilities 
relating to severance pay, annual leave, sick leave and overtime 
compensatory leave; these benefits are payable to its employees 
in subsequent years under its collective agreements or in 
accordance with its policy. 


1. Investments 


Investments, which are direct securities guaranteed by Canada, 
are as follows: 


1987 1986 
Market Market 
Cost value Cost value 
$ $ $ $ 
Gurrenteeey ee ....:. 14,350,583 14,360,850 12,160,125 12,166,576 
Long-term................ 6,650,201 7,225,330 6,623,856 7,860,139 


2. Property, Plant and Equipment 


1987 1986 
Accu- 
mulated 
deprecia- 
Cost tion Net Net 
$ $ $ $ 
Band tance cc 11,043,597 11,043,597 11,043,597 
Diredgitig Mire ieee 4,561,341 3,923,247 638,094 666,155 
Berthing structures... 22,636,930 16,272,807 6,364,123 6,769,020 
Buildings tc. au cea 33,361,182 13,415,999 19,945,183 20,764,089 
UGS aes conan ten 3,478,625 1,996,636 1,481,989 1,551,345 


Roads and surfaces . $,866,792 3,194,719 2,672,073 3,014,971 
Machinery and 


equipment ............ 475,430 349,730 125,700 114,907 
Office furniture and 

equipment ............ 500,058 278,342 221,716 210,489 
Projects under con- 

Struction ........ 5 973,957 973,957 816,917 


82,897,912 39,431,480 43,466,432 44,951,490 
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As at December 31, 1987, contractual obligations for the com- 
pletion, construction and purchase of fixed assets are estimated at 
$40,000, most of which will be expended in the year ending 
December 31, 1988. 


. Contribution to Canada 


The cash contribution of $21,735,000 paid to the Government 
of Canada in 1986 and presented as a contribution to Canada has 
been applied against the contributed capital amount in 1987. 


. Equity of Canada 


In 1987, the Minister of Transport approved the elimination of 
the accumulated deficit to January 1, 1987 totalling $23,757,433, 
by reducing the contributed capital by the same amount. 


. Changes in non-cash operating working capital 


1987 1986 
$ $ 
Accounts: receivables see ee (1,557,064) 1,495,091 
Materials and supplies (7,050) (8,408) 
Accounts payable and accrued liabilities ........ 28,808 (435,901) 
Grants in lieu of municipal taxes ..................... (310,808) 152,808 
Deferred reventies 25. Ue)... cccecsoncssevceceexesstteats 128,977 (71,203) 


(1,717,137) 1,132,387 


. Related Party Transactions 


During the year, the Corporation entered into transactions with 
related entities comprising various ministry, government organi- 
zations and Crown corporations. 

Principally, the Corporation earned rental revenues from 
related entities totalling $1.2 million. Expenses paid to related 
parties mainly consist in management fees. 


. Contingencies 


Claims aggregating approximately $1,400,000 have been 
received by the Corporation in respect of lawsuits, warranties, col- 
lective agreements, damages allegedly suffered on the Corpora- 
tion’s property and various other matters in dispute. In the Corpo- 
ration’s view, its position is defensible and these claims should not 
result in any material losses. 

In addition, claims for an estimated amount at $2,000,000 have 
been received by the Corporation concerning the ownership of cer- 
tain lands. Any amount payable in connection with those claims 
will be capitalized to the cost of land. 

These amounts are not recorded in the financial statements. 


. Subsequent Event 


On December 23, 1987 a resolution from the Treasury Board 
approved to transfer, at no cost, the administration, management 
and control of certain lands currently managed by Société immo- 
biligre du Canada (Vieux-Port de Québec) Inc. The transfer of 
the assets and operations is effective January 1, 1988. 
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SUMMARY PAGE 
PRINCE RUPERT PORT CORPORATION 


_ MANDATE 


_ Administration, management and control of the Prince Rupert Harbour and all the works and property within the 
harbour previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the 
National Harbours Board. 


BACKGROUND 


The Prince Rupert Port Corporation was established on June 1, 1984, pursuant to the national ports policy to create 
local port corporations at the major ports and harbours previously under the centralized administration of the 
_ National Harbours Board and, since February 1983, the Canada Ports Corporation. In 1987, 13.4 million tonnes of 
cargo, 6.4 million tonnes of which was coal, was shipped through Prince Rupert. 
| 
CORPORATION DATA 
| 


HEAD OFFICE 110 Third Avenue, West 


Prince Rupert, British Columbia 
V8J 1K8 
STATUS — Schedule III, Part II 
— an agent of Her Majesty 
/ APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS 1984; letters patent of incorporation issued by the Minister of 
OF INCORPORATION Transport, pursuant to subsection 25(1) of the Canada Ports 
| Corporation Act. 
‘CHIEF EXECUTIVE R.W. Tytaneck 
OFFICER 
CHAIRMAN A.T. Sheppard 
AUDITOR Thorne Ernst & Whinney. 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


7 months to 
1987 1986 1985 Dec. 31, 1984 
(restated) (restated) 
At the end of the year 
ROLAIEN SSE tages OTDON ALOT. "TRG OU Vilas Ace ope 84.2 80.7 81.2 79.6 
Obligations taithe private sector... A Sr nil nil nil nil 
COD OUS AMORA ice deen ath cs aes ce 48 .3* 75.4 76.6 76.6 
EMU piel A BACB Soil eee, ooo ovrdedccss Gach cnet 34.8 (6.8) (8.1) (10.0) 
Cash from Canada in the period 
seme ECEO RES Par ai) OR a ee cag eel ne acing cS. 5 a nil nil 0.3 (1.3) 
eet UTE ES Ei de eae SON ees ae an oe nil nil nil ~ nil 


* Comprises $48.3 million conditional obligation; in 1987 Canada forgave $27.1 million loan principal outstanding, 
which amount, with related interest forgiven, was added to the corporation’s contributed capital. 
** Takes no account of payments to Canada: In 1987, dividend $0.8 million and, in 1986, special contributions, $2.5 
million. 
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PRINCE RUPERT PORT CORPORATION 
AUDITORS’ REPORT 


THE HONOURABLE JOHN CROSBIE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of the Prince Rupert Port Cor- 
poration as at December 31, 1987 and the statements of income and 
retained earnings and changes in financial position for the year then 
ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1987 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and Regulations, the Canada 
Ports Corporation Act, and the Letters Patent and By-laws of the Cor- 
poration. 


Thorne Ernst & Whinney 
Chartered Accountants 
Vancouver, Canada 
January 28, 1988 


BALANCE SHEET AS AT DECEMBER 31, 1987 


ASSETS 1987 1986 
$ $ 
(restated) 
Current assets 

Cashin fe ince escent eet ee 50,506 63,752 
investments\(INoted))) sense sence eee 11,847,375 7,879,580 
ACCOUNTS EP ECCIVA DIC rete ten ee rane are een ae 950,357 566,284 
Dueifrom’ Canada aistc.... 5 eee en. cee 63,937 
Materials and supplies 2-5 a eee 67,322 79,928 
12,915,560 8,653,481 
Property and equipment (Note 2) ................eee 71,312,750 72,024,049 
84,228,310 80,677,530 
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LIABILITIES AND EQUITY OF CANADA 


Current liabilities 
Accounts payable and accrued liabilities ............. 
Payable to" Canada etre cette tet ee ee 
Grants in lieu of municipal taxes .........0..0.0....00. 
Deferredirevenuese, 2. weet ee eee 


Long-term debt 
Loans:fromiCanadas (Note: 3) o.. a2. ere 
Recoverable contribution from Canada 
CNOtG?4) neha: Fiend Sef oyett hte ES 


EQUITY OF CANADA (Note 5) 
Contributed capitale-se. eet) a aera 
Contributionto Canadan ak — 
Retained earnings: (defictt) cs sinter tas asst: 


1987 


546,908 

2,965 
368,140 
162,216 


1,080,229 


48,300,000 
48,300,000 
49,380,229 


31,311,805 


3,536,276 
34,848,081 
84,228,310 


1986 


$ 
(restated) 


527,763 


351,711 
186,251 


1,065,725 


38,110,991 


48,300,000 
86,410,991 
87,476,716 


678,275 
(1,289,136) 
(6,188,325) 
(6,799,186) 
80,677,530 


Approved by the Board: 


ALLAN T. SHEPPARD 
Chairman 


ROBERT W. TYTANECK 
General Manager and Chief Executive Officer 
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PRINCE RUPERT PORT CORPORATION—Continued 


STATEMENT OF INCOME AND RETAINED EARNINGS 
_ FOR THE YEAR ENDED DECEMBER 31, 1987 


1987 1986 
$ 
(restated) 
| Revenue from operations ......00.0..0.ccccccsesceeeereeeen 14,852,377 11,314,851 
| Expenses 
Operating and administrative ................0.0.0.00... 9,776,591 7,845,088 
Depreciation (Note) see eee 1,136,992 1,244,666 
Grants in lieu of municipal taxes.............0..00.... 405,538 335,353 
11,319,121 9,425,107 
Income from operations .............:csscecesecseccsserceesseees 3,533,256 1,889,744 
| Other income 
Interest: ncome..g...5.. ee 781,979 591,603 
Gain on disposal of property and equipment... 115,182 
781,979 706,785 
INCIUNCOING Rte tete teeth TL a ot IT) 4,315,235 2,596,529 
Deficit at beginning of year 
PASI DECVIOUS VIS CALCU pete crater eee eee ee (5,838,325) (8,434,854) 
Settlement of litigation (Note 7) ...........0.c00000... (350,000) (350,000) 
GINS: [eoee Ges Pe oe mea (6,188,325) (8,784,854) 
(1,873,090) (6,188,325) 
| Deficit reductioni(Note 5))22 6,188,325 
4,315,235 (6,188,325) 
BPividendito\ Canada; eee 778,959 
Retained Earnings (Deficit) at end of year.......... 3,536,276 (6,188,325) 
EE i ee RS a ee eae 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1987 


Local Port Corporation 


The Prince Rupert Port Corporation (“the Corporation”) was 
established effective June 1, 1984 as a local port corporation pursu- 
ant to the Canada Ports Corporation Act (“the Act”). The Corpora- 
tion is exempt from income taxes. 


On June 1, 1984, pursuant to the Act, all the assets and liabilities 
of Canada Ports Corporation relating to the Port of Prince Rupert 
were transferred to the Corporation at their book value as recorded 
by Canada Ports Corporation. The net liabilities assumed were 
recorded as contributed capital of $678,275 and a deficit of 
$11,673,894. Accordingly, the financial statements are prepared as 
though the Prince Rupert Port Corporation had operated these 
facilities since their inception. 


Summary of Significant Accounting Policies 


(a) Investments 
The investments, which are direct and guaranteed securities of 
Canada, are shown at amortized cost. Premiums or discounts 
are amortized over the periods to maturity. 


(b) Property and equipment 
Property and equipment are recorded at cost. Grants towards 
capital projects received from Canada and from third parties 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1987 


oes 


1987 1986 
$ $ 
Cash provided by (used for) 
Operations 
INetincome-s ee ts eee Reet eee 4,315,235 2,596,529 
Items not involving cash 
Depreciation: ste sat en tee ee 1,136,992 1,244,666 
Gain on sale of property and equipment....... (115,182) 


5,452,227 3,726,013 
Changes in non-cash operating working capi- 


tal 
PNCCOUNTS TECCIVADIC=reeee eet a a ene ee (384,073) 63,915 
Materialsiand’suppliesi.:......050..4 see 12,606 8,164 
Accounts payable and accrued liabilities...... 19,145 (204,583) 
Grants in lieu of municipal taxes................... 16,429 (144,110) 
Defenredineveniucs =. eater er eee (24,035) (43,012) 
5,092,299 3,406,387 
Financing 
Increase (decrease) in payable to Canada........ 2,965 (249,190) 
Contributionto'Canada-..... 1. a2 9 ane ee. (1,289,136) 
Increase in receivable from Canada.................. (63,937) 
Recoverable contribution from Canada............ (1,211,864) 
Forgiveness of loans from Canada .................... (38,110,991) 
Increase in contributed capital oo... 38,110,991 
Dividend to\Canadaleey.eet?.. feet. (778,959) 
(775,994) (2,814,127) 
Investments 
Proceeds from sale of property and equipment 119,300 
Purchase of property and equipment (net of 
capitaligrants)*..0 eee ee (425,693) (57,878) 
Decrease in receivable from Canada................. 63,937 
(361,756) 61,422 
Increasesini.cas}DOsiLiON ee eee anne 3,954,549 653,682 
Cash position at beginning of year oo... 7,943,332 7,289,650 
Cash position at end of year oo... cceccccccececseeseeeeees 11,897,881 7,943,332 


Cash position is defined to include cash plus investments. 


are deducted from the cost of the related property and equip- 
ment. 

Depreciation is calculated on the straight-line basis using rates 
based on the estimated useful lives of the assets. 


(c) Pension costs 
All permanent employees of the Corporation are covered by the 
Public Service Superannuation Plan administered by Canada. 
Contributions to the plan are required from both the employees 
and the Corporation. The annual contributions represent the 
liability of the Corporation for pensions and are recognized in 
the accounts on a current basis. 


(d) Grants in lieu of municipal taxes 
The expense for grants in lieu of municipal taxes is based on 
estimated municipal assessments adjusted in accordance with 
the Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Public 
Works Canada. Any adjustments upon finalization are re- 
flected in the accounts in the year of settlement. 


(e) Employee benefits 
The Corporation accrues in its accounts annually the estimated 
liabilities for severance pay, annual leave and overtime compen- 
satory leave, which are payable to its employees in subsequent 
years. 
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PRINCE RUPERT PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1987—Concluded 


le 


De 


Investments 
1987 1986 
$ $ 
ATMOLEIZE du COS tie terete. shes oo seer 11,847,375 7,879,580 
Market-valties . so:¢nus oe etek corms eons UL839,614 5 ea pSooullo 
Property and equipment 
(a) Summary 
1987 1986 
Accu- 
Depre- mulated 
ciation depre- 
rates Cost ciation Net Net 
% $ $ $ $ 
an eeer eee 60,126,625 60,126,625 60,126,625 
Dredging ........ 2.5-6.7 S77 1,294 3,883 4,012 
Berthing 
structures... 2.5-10 8,693,098 2,779,026 5,914,072 6,156,854 
Buildings ........ 2.5-10 2,351,657 397,441 1,954,216 2,017,447 
Utilities ence 3.3-10 2,597,237 1,187,689 1,409,548 1,517,320 
Roads and 
surfaces ...... 2.5-10 3,512,385 1,898,543 1,613,842 1,872,126 
Machinery 
and equip- 
ment seams 5-10 1,697,882 1,445,429 252,453 270,585 
Office furni- 
ture and 
equipment .. 20 153,583 115,472 38,111 59,080 
79,137,644 7,824,894 71,312,750 72,024,049 
(b) Depreciation 
Depreciation consists of: 
1987 1986 
$ $ 
Depreciation expense: 2.8.0... seers ae 714,841 926,760 
Write-down of equipment........ We Se aceceuceeertar te 422,151 317,906 
1,136,992 1,244,666 
. Loans from Canada 
1987 1986 
$ $ 
Non-interest bearing loans with indefinite 
Ne OTe ey arene race ea 27,084,979 
Accrued interest on loans not due and pay- 
7A) (ee te etry leds aap AR RO no ehiry Ronit tebe 11,026,012 
38,110,991 


During the year, the non-interest bearing loans and the related 
accrued interest in the amount of $38,110,991 were forgiven by 
Canada. This amount has been credited to contributed capital. 
See Note 5. 


. Recoverable contribution from Canada 


A recoverable contribution of $50,400,000 was approved for the 
construction of the infrastructure for the coal terminal facility on 
Ridley Island. The recoverable contribution as at December 31, 
1987 was $48,300,000. 


5. Contributed capital and contribution to Canada 


PUBLIC ACCOUNTS, 1987-88 


The total recoverable contribution is interest-free until April 1, 
1989, and thereafter bears interest at approximately 13.9%. 

Principal and interest on $48,300,000 of the contribution are 
repayable over 20 years, commencing on April 1, 1989, contingent 
upon the revenues received from a direct coal throughput sur- 
charge. 


Contributed Contribution 


capital to Canada 
$ $ 

Balance at beginning of year 0.0.0.0... 678,275 (1,289,136) 
Contribution) to|Ganada ean. ree (1,289,136) 1,289,136. 
Forgiveness of non-interest bearing loans 

and related accrued interest...............0.... 38,110,991 
Deficit-reduction eer tetet 5. gic eee (6,188,325) 
Balanceratiendiotivear te... ...cecere ee 31,311,805 


Payments from excess cash made in 1986 to Canada and 
treated as Contribution to Canada in the amount of $1,289,136 
have been reclassified to Contributed Capital. 

During the year, the Minister of Transport has approved a 
reduction of the deficit as at January 1, 1987, in the amount of 
$6,188,325 with a corresponding reduction in Contributed Capi- 
tal. 


. Related party transactions 


(a) During the year, the Corporation received revenue of 
$1,112,764 (1986, $1,169,454) from Ridley Terminals Inc., a 
company in which the Canada Ports Corporation has a sig- 
nificant investment. At December 31, 1987, the Corporation 
was owed $100,290 by Ridley Terminals Inc. (1986, $7,169). 


(b) During the year the Corporation paid $434,784 (1986, 
$436,093) to Canada Ports Corporation as its share of that 
corporation’s head office expense. | 


. Prior period adjustment 


During the year, the Corporation settled a lawsuit for $350,000 
relating to a dispute over the settling of the Ridley Island rail 
embankment which was outstanding prior to January 1, 1986. 
Since the suit arose in a prior period, it was accounted for as a 
reduction of the opening balance of retained earnings and an 
increase in the accounts payable for that period. 
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SUMMARY PAGE 


ROYAL CANADIAN MINT 


MANDATE 


To mint coins in anticipation of profit and to carry out other related activities. 


BACKGROUND 


| Founded in 1908 as a branch of the Mint of the United Kingdom, its operations devolved to the Crown in right of 


Canada in 1931. It was a departmental agency of the government until 1969 when it was incorporated by legislation. 


The Act to Amend the Royal Canadian Mint Act and the Currency Act, which came into force on December 17, 
1987, authorizes share capital for the corporation. The spirit of this Act is generally that the Mint shall operate in a 
competitive international environment. In accord with this the corporation’s name was removed from Schedule III-1 
and was added to Schedule III-11 of the Financial Administration Act amongst the competitive and ordinarily self- 


sustaining Crown corporations on December 17, 1987. 


CORPORATION DATA 
HEAD OFFICE 320 Sussex Drive 
| Ottawa, Ontario 
| K1A 0G8 
‘STATUS — Schedule III, Part II 
| — an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Otto Jelinek, P.C., M.P. 
| 
DEPARTMENT Supply and Services 
| YEAR AND MEANS 1969; by the Royal Canadian Mint Act (R.S.C. 1985, c. R-9). 
OF INCORPORATION 
| 
CHIEF EXECUTIVE Maurice Lafontaine 
OFFICER 
CHAIRMAN James Corkery 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


| 1987 1986 1985 1984 
At the end of the year 
LSA RSS Te ve ane ene re TTT. MT) eb | a 127.4 116.8 115.9 72.4 
PDIP AL OUS EO ENG DIIVATE SECTOR cil. ei- dears acavsasensvattasiein 0.1 0.4 0.6 0.6 
Bee roa tionis te (ANB er reac eee MPR N GE oo: 87.2 82.8 76.7 58.7 
BIBLE YO ADAYA Story os aun eave acs foto NE REAR EERA Sc eS pane et 1.0 1.0 1.0 
Cash from (to) Canada in the year 
ORM Ta Cyl 8 6rd eRe nc a penny 20 pC Rat PEt ORR (12.8) nil (10.7) nil 
7 — NON-DUORCtAEy REts coerce eee eee es (3.1) (3.7) 19.8 (2-15 


-* Includes net earnings due to Canada. 
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ROYAL CANADIAN MINT 
AUDITOR’S REPORT 


TO THE MINISTER OF SUPPLY AND SERVICES 


I have examined the balance sheet of the Royal Canadian Mint as at 
December 31, 1987 and the statements of income and retained earn- 
ings and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1987 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Royal 
Canadian Mint Act and by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
February 26, 1988 


BALANCE SHEET AS AT DECEMBER 31, 1987 
(in thousands of dollars) 


ASSETS 1987 1986 LIABILITIES 1987 1986 
Current Current 
(CASH eMart earnReeN eee Si ATi eti cy crs tnt eRe 28,052 11,389 Accounts payable 
Accounts receivable GovernimentidepartmentS reget, ean ert eee tee 10,059 829 
Grovermmenmdepanuinents tree: ar.fcx- are oe ota 4,246 3,515 (Oia) tekeee stoke dered ateiares CBr ape err Serer Rem pera eco nercr 20,968 12,442 
OUR eiomememie ris conti acnehe eocuseresre net ererene nesses nee oe 11,760 7,876 Due to Government of Canada 
Inventories. (Note: 4)) 95.250: RES Ace om eee 36,674 40,460 Neticarnings: (NOtes7) Ait.:retencences sence epee eee 60,363 52,788 
Prepaid ex DENSCS ems s.7en ees acer, snag ered eateat acc 198 299 Current portion of long-term loans (Note 8)................. 2989" 2 a 12d 
80,930 63,539 Accrued interest on long-term loans ..............cc:c 739 821 
Deferred expenses (Note 5) .o.c...cccccccsseosssessseesseseseevsveveseesseeee 5,829 11,451 Deferredirevenuess(NOte,9))aerecpeccreens eee eee 2,683 14,674 
Property, plant and equipment (Note 6) ..............0cccccee 40,662 41,767 97,801 84,683 
Loans from Government of Canada (Note 8) ................004. 23,886 26,875 
Provision for employee termination benefits .......0.0.00.00000.0. 45593. + 4,199 


28,479 31,074 


SHAREHOLDER’S EQUITY 
Share capital (Note 2) 


Reserve for losses (Note 2) .............ccc0000 ascsaiece Sawa 758 1,000 
Retained earnings (Note 7) ............. Ro daeae ese pseu nen eraeeeee eh 383 
727,421 116,757 127,421 116,757 


Approved by management: 


M.A. J. LAFONTAINE 
President and Master 


J. E. UBERIG 
Vice-President, Administration and Finance 


Approved by the Board: 
J.C. CORKERY 


Chairman 
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ROYAL CANADIAN MINT—Continued 


STATEMENT OF INCOME AND RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 


1987 
Revenues 
GOlduM apie Leal COINS sire ctrten screener senceonrse 872,694 
1988 Olympic Coin Programme ................0:000 69,069 
Ganadian.circulatingiCOUNs 23 oscar yn o-coess css erseys ee 52,169 
Canadian MUMISMALliC: COMMS: nicc-es css eer es 25,351 
Horeign: Contracts renscc ser scysse ees eres 6,902 
1 RES FAYE ices ce hao oe a ene tees OOO eee eee ea ee 5,500 
NMAISCOLIATICOUS HT ae tds csc execcsase tevacsdccha eee 1,096 
1,032,781 
Expenses (Note 10) 
Cost ol materialssused tok ee ccs rvs cslerbess meer asten 932,820 
Salaries, wages and benefits..............-.:cscseeeeeeeees 27,974 
PNOVOGHISING Sones y codes We conch eee nsec S 26,448 
Transportation and communications.................... 6,197 
Wititresand'suppliestss...200. 0. teA eee 4,489 
Professional and special services ...........:.::000 4,250 
Interest on long-term loan..............c:cceeeeeeeeee 2,994 
DC DECCIA LON re marere ery, wie. os tava sass caso iSseseoench > 2,364 
Building and equipment rental...............00.cce 1,991 
IVEISCE MATIC OUS Berea reer etter een aeons 2,508 
1,012,035 
Net earnings for the year (Note 2)... 20,746 
Net earnings due to Government of Canada 
MUN OLCM/:) GER Seen eee ech ge tee ce ate (20,363) 
Retained earnings, end of year (Note 7)...........0.0.. 383 


FOR THE YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 


1987 
_ Operating activities 
PNeircarninestOr tne VEaT rec cars .coic see cccrnecee teens ees 20,746 
Items not affecting funds 
Depreciationjce «3..Ane. chuacresais dahon sas) aa 2,364 
Amortization of deferred expenses ............0.0.c:ccceeceees 13,818 
36,928 
Net change in non-cash working capital .......0....0.0ces 4,573 
Deferrediexpenses GISbULSeMentS,.gass Ne. Ate eee ets, (8,196) 
Increase in provision for employee termination benefits .. 394 
33,699 
Investing activities 
BYRON SIOLUXCC:ASSCIS recesses terse eee scene ta (1,259) 
(1,259) 
Financing activities 
Payment of net earnings to Government of Canada.........__ (12,788) 
Decrease mm lone=terini debt. asc<rsctse-bger-teeeaedteee cis cecencene (2,989) 
(15,777) 
BRGECASS (GECTEASE)) II CASH ..scssc0sarstsanesuiansnnassseiskearcoeasesteansoeat 16,663 
BPS eDECINTMING OF CNC VOUT. .crccrcscn-srodtesce srt eerreoreseneestareseaee 11,389 
Cash, end of the year... 28,052 


1986 


786,263 
31,859 
31,033 
37,449 
16,885 

5,769 
1,390 


910,648 


833,558 
23,929 
19,587 

5,966 
4,171 
3,255 
3,466 
Da pie) 
PHIM 
1,963 
900,838 


9,810 


(9,810) 


| STATEMENT OF CHANGES IN FINANCIAL POSITION 


1986 


9,810 


D232 
8,764 


20,806 
(11,847) 


(11,168) 
209 


(2,000) 


(13,228) 
(13,228) 


(3,128) 
(3,128) 


(18,356) 
29,745 


11,389 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987 


1. Authority and objectives 


The Mint was incorporated in 1969 by the Royal Canadian 
Mint Act and is an agent of Her Majesty named in Part | of 
Schedule C to the Financial Administration Act. The Mint oper- 
ates through the Consolidated Revenue Fund. 


On December 17, 1987 an Order in Council was approved by 
the Governor in Council to name the Royal Canadian Mint to 
Part II of Schedule C of the Financial Administration Act. 


The objectives of the Mint are to produce coins in anticipation 
of profits and carry out other related activities. 


. Amendments to the Royal Canadian Mint Act 


On December 17, 1987 Bill C-46, an Act to amend the Royal 
Canadian Mint Act, received Royal Assent. 


The revised Royal Canadian Mint Act provides the Mint with 
an authorized share capital of $40 million divided into 4,000 non- 
transferable shares, redeemable at their issue price of $10,000 
each. On approval by the Governor in Council, these shares may 
be purchased by the Minister of Supply and Services. At Decem- 
ber 31, 1987, no shares had been issued. 


In addition, the Mint may borrow money from the Con- 
solidated Revenue Fund or any other source, subject to the 
approval of the Minister of Finance with respect to the time and 
the terms and conditions, but the aggregate of the amounts loaned 
to the Mint and outstanding at any time shall not exceed $50 mil- 
lion. 


Furthermore the statutory provisions respecting a reserve 
against possible losses and the application of the Mint’s net earn- 
ings for the year to the revenues of Canada have been repealed. 
However, the reserve has been maintained in the event that losses 
arise pertaining to the period prior to December 17, 1987 and in 
keeping with the Government’s decision concerning the 1988 
Olympic Coin Programme, the net earnings generated by that 
Programme will continue to be applied to the revenues of Canada. 


. Significant accounting policies 


(a) Foreign currency translation 


Foreign currency transactions are translated into Canadian 
dollars at the exchange rate in effect at the transaction date. 
Assets and liabilities denominated in foreign currency at the 
balance sheet date are translated into Canadian dollars at the 
exchange rate in effect at that date. 


(b) Inventories 


Raw materials, work in process and finished goods are valued 
at the lower of cost and net realizable value, cost being deter- 
mined by the average cost method. 


Operating and maintenance supplies are valued at the lower 
of cost and replacement cost, cost being determined by the 
average cost method. 


te 


— 


Property, plant and equipment 


Property, plant and equipment are recorded at cost and 
depreciated under the straight-line method at the following 
annual rates: 


Land improvements 2% 
Buildings 21% 
Equipment 10% 
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ROYAL CANADIAN MINT—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Concluded 


(d) Employee termination benefits 


According to their collective agreement and terms of employ- 
ment, employees are entitled to termination benefits. The lia- 
bility for these benefits is recorded when earned by the 
employees. 


(e 


~~ 


Pension plan 


Employees participate in the Public Service Superannuation 
Plan, which is administered by the Government of Canada. 
Contributions to the plan are required from both the 
employees and the Mint. These contributions represent the 
Mint’s total liability and are recorded on a current basis. 


4. Inventories 


1987 1986 
(in thousands 
of dollars) 
Raw matenlalsscngeaie. nce eenss cc ne ee are ae, 16,306 23,762 
WODK IN, PROCESS 2 corare itty oe. caress Re ea eee ee 6,145 4,437 
FANISNCG OOS erecre eas ters eerste eer een tes ase eae eee 11,418 8,685 
Operating and maintenance supplies ..........0.....::ccce 2,805 3,576 


36,674 40,460 


In order to facilitate the production of gold coins, the Mint bor- 
rows the quantity of gold required and pays interest based on the 
value of gold established on the London market. As at December 
31, 1987 a total of 728,691 ounces were borrowed and are not re- 
flected in these financial statements. 


5. Deferred expenses 


Included under this caption are expenses related to the launch- 
ing of the 1988 Olympic Coin Programme totalling $5.3 million. 
These expenses are recorded at cost and are amortized on the 
basis of anticipated sales over the duration of the Programme 
from 1985 to 1988. In 1987, $13.2 million was amortized (1986 
— $7.0 million). 


6. Property, plant and equipment 


1987 1986 
Accu- 
mulated Net Net 


Cost depreciation book value book value 
(in thousands of dollars) 


and tere eee re 579 579 619 
Land improvements..... 933 540 393 426 
Buildings anne ee. 38,017 7,033 30,984 31,584 
Equipment Aas .2n0 0 23,710 15,004 8,706 9,138 

63,239 22,577 40,662 41,767 


7. Due to Government of Canada, net earnings 


1987 1986 
(in thousands 
of dollars) 
Balance at beginning of the year ...............cceeeeees 52,788 42,978 
Net earnings due to Government of Canada................ 20,363 9,810 
ald during the Vear cesses eee ete ie sscs-0nes see, (12,788) 
Balance at end of the yeareno2 esheets yasar.cs sence 60,363 52,788 


In accordance with the Royal Canadian Mint Act, net earnings 
to December 16, 1987 are due to the Government of Canada. 
Earnings, net of earnings on the 1988 Olympic Coin Programme 
and prorated for the period from December 17, 1987 to December 
31, 1987, have been reflected as retained earnings. 
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8. Loans from Government of Canada 


These loans bear interest at various annual rates ranging from 
8.25% to 12.00% and are repayable according to the following 
schedule: 


(in 
thousands 
WO SS sci sees arte eR ey crce oes gc ee ae eee ae 2,989 
115) Ne AOE gS, PRE REDD eet cert ec Vo tata ees A acyarviteadcbince as: 7,673 
1 ORRee meee ereth acs oe ero eter enc ncaa ri eilog deena pad EEE PtO 2,673 
Rea ieee ste 5! Brent appre eaere tee Beeson evhtrocer ceca 2,673 
|) aaa ie ee eek nny nee remy PSA Me aap aPben A ork ean cacn Rep icothate ss foo. 2,673 
199321998. eee EO ooo csazpaces estas ccs aucderde se eecaeeunee kes ee ee 8,194 
26,875 
Current POrtre nt fes.cc..- zccrvatcs eee i ere career oe eT ON ee 2,989 
23,886 
. Deferred revenues 
1987 1986 
(in thousands 
of dollars) 


Regular Numismatic Products and 1988 Olympic Coin 
Programme ....-.ssccess.-s..cs Se aestens Re Ae rts 2,683 14,674 


2,683 14,674 


. Expenses 


Expenses include cost of goods sold, detailed as follows: 


1987 1986 
(in thousands of 
dollars) 
MaterialSniseg it cs attics oes hale hie eee 932,820 833,558 
Direct! la bourercsettenr rarer oe tater oo eee eevee 3,696 3,115 
Manufacturing overheadiy..cc.cscrecrescrse reece errr 28,922 17,157 


965,438 853,830 


. Related party transactions 


Included in these financial statements are transactions with the 
Department of Finance relating to the borrowing, refining and 
purchasing of gold and silver. These transactions were conducted 
in the normal course of business, under the same terms and condi- 
tions that apply to unrelated parties. 
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SAINT JOHN PORT CORPORATION 


MANDATE 


Administration, management and control of the Saint John harbour and all the works and property within the 
harbour previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the 
National Harbours Board. 


BACKGROUND 


Saint John Port Corporation was established on December 31, 1986, pursuant to the national ports policy to create 
local ports corporations at the major ports and harbours previously under the centralized administration of the 
National Harbours Board and, since February 1983, the Canada Ports Corporation. Total traffic through SaintJohn 
in 1987 was 13.0 million tonnes. Petroleum products, in particular crude oil imports at 10 million tonnes, accounted 
for 77 per cent of the 1987 tonnage, the rest being forest products, potash, grain and salt. 


~ CORPORATION DATA 


HEAD OFFICE 133 Prince William Street 
P.O. Box 6429, Station A 
Saint John, New Brunswick 
E2L 4R8 

STATUS —Schedule III, Part II 


APPROPRIATE MINISTER 


—an agent of Her Majesty 
The Honourable Benoit Bouchard, P.C., M.P. 


DEPARTMENT Transport 

YEAR AND MEANS 1986; letters patent issued by the Minister of Transport pursuant to 
OF INCORPORATION subsection 25(1) of the Canada Ports Corporation Act. 

CHIEF EXECUTIVE Kenneth Krauter 

OFFICER 

CHAIRMAN Harry P. Gaunce 

AUDITOR Clarkson Gordon 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


Balance sheet 
data at start 
of operation on 


1987 January 1, 1987 

At the end of the year 

POUUE MMi s cece et EES EARS San eee ee 9135 92:5 

MONE aLONS TO the Private SECON ceca ccs gesecccdieeteeaiccsse.os..: oom, Grams nil nil 

Pbligaiions to Canada ass: Giallo asa. a OO Pros 2071" 58.3 

“Ug 610 ee cee nC mE ST 48.0 1.6 
Cash from Canada in the period 

SAIS Ee Mn Oe Sc tee OR UES CRC nil not applicable 

Be OR DUC ROCA Y eit er eT nM On Ati Pak ce nil not applicable 


* During 1987, Canada forgave $37.8 million loan principal outstanding, which amount, with related interest 
forgiven, was added to the corporation’s contributed capital. 
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SAINT JOHN PORT CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE JOHN CROSBIE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of the Saint John Port Corpo- 
ration as at December 31, 1987, and the statements of loss, deficit, 
contributed capital and cash flows for the year then ended. Our exami- 
nation was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1987 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with the 
Financial Administration Act and regulations, the Canada Ports Cor- 
poration Act and the by-laws of the Corporation. 


The financial statements for the preceding year were examined by 
other Chartered Accountants. 


Clarkson Gordon 
Chartered Accountants 
Saint John, Canada 
February 12, 1988 


BALANCE SHEET AS AT DECEMBER 31, 1987 
(in thousands of dollars) 


ASSETS 1987 1986 LIABILITIES AND EQUITY OF CANADA 1987 1986 


Current Current liabilities 
CASH ee ce wreak Savas Scare eee «se es 260 88 Accounts payable and accrued charges.........0.0.....::ccc00. 3,044 1,567 
Investments\(IN ote) 3)) hese eet nce creer ec ee 6,253 4,845 Deterredineventcsme eee en ee eee 273 217 
Accounts recelya DIC 5.5: aye ccsn ais ee ee 1,208 2,070 Grants in:liew of municipal taxes :s.0.0..00c.c..essersrterses 549 
Materialsiandisupplies:.,.c0c. satiric: xc ieeneemneseetennes cheer: ee 355 IP" 3,317 2,333 
: 7,814 7,132 ACCTHEdLemMplOyee DENCIILS nae trem eer neers 425 483 
Long-term INVES EMIENES CIN OCE)5)) ees ereecsoncscaa te cree eee 952 949 Financing provided by a province (Note 5) .........0.cccccce0 19,696 19,696 
Fixedyassetsi(Note4) ese Beech cc eg ene SRT ew 82,734 84,368 Loans from Canada (Note 6) .....ccsscscs:scssssssesssseessevsseessevesseen 20,052 68,356 


43,490 90,868 


EQUITY OF CANADA 


Contributed capitali(Notes?) ae... errno eee ree 49.372 793209 
GontributionitoiCanadan.. oes a ee (1,033) 
| BY=) 0Cos Nao, epee Ain ees eenavme eto ser tare d «eer ceceret ascent nardtcPencernek (1,362) (76,595) 
48,010 1,581 
91,500 92,449 91,500 92,449 


See accompanying notes. 
On behalf of the Board: 


HARRY P. GAUNCE 
Chairman 


KENNETH R. KRAUTER 
General Manager and Chief Executive Officer 


| 
| 


} 
| 
| 
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SAINT JOHN PORT CORPORATION—Continued 


STATEMENT OF LOSS 
FOR THE YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 


1987 1986 
(Note 8) 
Revenues 
FLAT DOUT SELVICES Rracccen ccd essa eke locas cunnsoaenbtoservesesints 4,056 5,052 
ROOT So ee, ee ON cee ninsee erect Setvssract: 4,912 5,080 


1,181 1,430 
10,149 = 11,562 


Expenses 
Salaries and employees’ benefits ..........0...0c.ccccccccsseeeseseeees 3,834 3,534 
Purchased’Servicestei%...c. meen ee ee es 593 990 
nergy and utilities 07. ccMeh ea tier Re ae seasce. 345 322 
Operating and administrative .........0.0.0....ccccsccccceceseeeseeceeese 2,543 2,189 
Grants in lieu of municipal taxes ........0.0.0.c.ccecceeeeeeeeeeeeee 54 801 
Denreciationcrsees cs RENN ae OEE ce date 2,659 2,606 
Loss (gain) on disposal of fixed assets......0..0...0.0.ccccccccceceeeee (228) 63 
9,800 10,505 
HUCOME !rONl Operatlonsem, cn. eee eee 349 1,057 
INVESUIMIETI LAIN COI Cw arcetrtanrn tac tnaeerenerenierer emer, 702 1,268 
TECK STICK DOTISE ere tere acs i RS ce cae sncsocaies (2,413) (3,313) 
(1,711) (2,045) 
ING aL STITT YORICEY OR, Sn is Ce ee ee ee eee (1,362) (988) 
STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 
1987 1986 
(Note 8) 
msalance, beginning ofyear.... 2. eaten tes te eo eee 79,209 74,838 
_ Add: forgiveness of non-interest bearing loans (Note 7)....... 47,791 4,371 
Less: contribution to Canada (Note 7) ...............:c:c0scceeeee 127,000 79,209 
Meficitereducton (INOtGW))scscaeae eee eee te 1,033 
BANCO REG OMY CAL see eee gees fe ean kOe eee sess 76,595 
49,372 79,209 
STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 
1987 1986 
(Note 8) 
Balance, beginning of year as previously reported ................... 76,595 75,607 
Brerictereaucelon (NOG) 2c batch leaps cash near enagnstons want basnae 76,595 
BANCE AS TESTATCH secnessvcchucs isan Raunt ieee oak Po Me eat 75,607 
BIRIMOSS OMI NG VOAl ei en en a Gee i eee te, 1,362 988 
BSIANCE: OM OLVCAT bon We Bic, secession s 1,362 76,595 
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STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED DECEMBER 31, 1987 
(in thousands of dollars) 
1987 1986 
(Note 8) 
Cash, provided by (used in) 
Operations 
INetiLOSstforstnetyearememn nc: yumi: srtinee eaten semen eae, (1,362) (988) 
Add items not requiring a cash payment 
DeEDIeClalioniren nse nash hecey eee ates a eats 2,658 2,606 
O19 Iola mae Ne Soe ole os dere rad priate ea Ay Ge ae ee (275) 115 
1,021 1,733 
Net change in non-cash working capital balances 
related! toioperations (Note 9)n.ses ee aie sene 1,882 (S75) 
Cashiprovidediby operations... 00.2 eee 2,903 1,158 
Financing 
Repayment of loans from Canada .....0........cccccccceceeeeeeeeeeeeeees (512) (7,100) 
‘Gontribution:to\ Canada ames ete eee ee er (1,033) 
(512) (8,133) 
Investing 
A GAITIONS TOMIKEGUASSCUS) nen eee es ee yen (1,039) (478) 
Proceeds on disposal of fixed assets ......0.0.0.0000ccccccccteceeeeeees 228 2 
(811) (476) 
Increase (decrease) in cash and short-term investments dur- 
INSICUTTEN Yeats ACUVICICS ween ete eaten en 1,580 (7,451) 
Cash and short-term investments, beginning of year................ 4,933 12,384 
Cash and short-term investments, end of year... 6,513 4,933 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987 


1. Canada Ports Corporation Act and Incorporation 


In accordance with the Canada Ports Corporation Act, a peti- 
tion for the establishment of a local port corporation at the Port of 
Saint John was approved and the Saint John Port Corporation 
was established effective at the closing of business on December 
31, 1986 and commenced operations January 1, 1987. 

In accordance with the Canada Ports Corporation Act, the 
assets, liabilities and equity were transferred to the Saint John 
Port Corporation at their carrying values in the accounts of the 
Canada Ports Corporation—Port of Saint John. 


2. Significant accounting policies 


(a) Investments 


The investments are shown at amortized cost whereby premi- 
ums or discounts from par value are amortized over the peri- 
ods to maturity. 


(b) Fixed assets 


— 


Fixed assets are recorded at cost except for those transferred 
to the Corporation from Canada, which are recorded at 
appraised or fair market value established at the time of 
transfer. Grants towards capital projects received from 
Canada and from third parties are deducted from the cost of 
the related fixed assets. 
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SAINT JOHN PORT CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Continued 


Depreciation is calculated on the straight-line basis for the 
full year, commencing with the year the asset becomes opera- 


tional, using rates as follows: 


Depreciation 
Asset Rates % 
Dredging 2.5-6.7 
Berthing structures 2.5-10.0 
Buildings 2.5-10.0 
Utilities 3.3-10.0 
Roads and surfaces 2.5-10.0 
Machinery and equipment 5.0-100.0 
Office furniture and equipment 20.00 


(c) Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions 
represent the liability of the Corporation for pensions and are 


recognized in the accounts on a current basis. 


(d) Insurance 


The Corporation assumes substantially all risks against fire 
and general perils, as well as for workers’ compensation 
claims. Any costs arising from these risks are recorded in the 


accounts in the year they can be reasonably estimated. 


(e) Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based on 
estimated municipal assessments adjusted in accordance with 
the Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Pub- 
lic Works Canada. Any adjustments upon finalization are 


reflected in the accounts in the year of settlement. 


(f 


a 


Employee benefits 


The Corporation accrues in its accounts, annually, the 
estimated liabilities for severance pay and annual leave which 
are payable to its employees in subsequent years under its 


collective agreements, or in accordance with its policy. 


3. Investments 


Investments are direct and guaranteed securities of Canada as 


follows: 
1987 1986 
Amortized Face Amortized Face 
cost value cost value 
(in thousands of dollars) 

Canada ___ Treasury 
Billsseteteetcrncs 6,253 6,479 4,845 4,849 
Canada Bonds .......... 952 1,000 949 1,159 


lllllOOOqen*q*@oeeSSS Se TT eee 


Te 
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4. Fixed assets 


Fixed assets consist of the following: 


1987 1986 
Accu- 

mulated Net Net 

deprecia- book book 

Cost tion value value 

(in thousands of dollars) 

andes er 30,063 30,063 30,063 

Dredgingercrrncarn 1,967 1,460 507 525 

Berthing structures .. 63,655 26,336 37,319 37,988 

Buildingseas. 15,570 7,629 7,941 8,366 

Utilitieseeee ate: 7,651 3,077 4,574 4,899 

Roads and surfaces . 4,779 3,843 936 LOUDS: 
Machinery and 

equipment ....,....... 1,897 1,616 281 337 
Office furniture and 

equipment ............ 775 515 260 315 
Work under con- 

StructiONnI ts ec 853 853 680 

127,210 44,476 82,734 84,368 


. Financing provided by a province 


The Province of New Brunswick advanced $25,000,000 to par- 
tially finance the construction of Rodney Terminal, Saint John. 
The Province will receive annual principal payments equal to 
approximately 47% of the net operating income of the terminal 
until the non-interest bearing advance is repaid. The cost of major 
repairs has been included in calculating the net operating income 
of the terminal and the current portion payable as at December 
31, 1987 has been calculated accordingly. The Province is disput- 
ing this accounting treatment. Had net operating income not been 
reduced by the cost of these major repairs, the current portion 
payable would increase by an estimated $777,000. 


. Loans from Canada 


1987 1986 


(in thousands 
of dollars) 


Term loans bearing interest at 11.0% to 12.43% matur- 

ing between December 31, 1998 ANG 2005s eee 
Non-interest bearing loans with indefinite due date ....... 
Accrued interest on loans not due and payable................ 


20,052 20,565 
37,768 
10,023 


20,052 68,356 


Contributed Capital 


During the year, the non-interest bearing loans in the amount 
of $47,791,000 were forgiven by Canada. This amount has been 
credited to contributed capital. 

Payments from excess cash made in 1986 to Canada and 
treated as Contribution to Canada in the amount of $1,033,000, 
have been reclassified to contributed capital. 

The Minister of Transport has approved a reduction of the defi- 
cit as at January 1, 1987 in the amount of $76,595,000 with a cor- 
responding reduction in contributed capital. 


. Comparative figures 


The comparative figures for the year ended December 31, 1986 


shown on the statements of Loss, Contributed Capital, Deficit and 


Cash Flows are those of Canada Ports Corporation—Port of Saint 
John. The comparative figures have been reclassified to conform 
to the financial statement presentation adopted for 1987. 
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SAINT JOHN PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Concluded 


9. Net change in non-cash working capital balances related to opera- 
tions 


This consists of the following: 


1987 1986 
(in thousands 
of dollars) 
Decrease (increase) in current assets 
ACCOUNTS Kecelvable aie ae ee ene 862 (213) 
Matenials:andisn pplicsamen a ste etna a 36 (3) 
898 (216) 
Increase (decrease) in current liabilities 
Accounts payable and accrued charges .........0..c0000000.... 1,477 (288) 
Deterredineventcs mtn ter eet annem Sennen 56 (371) 
Grants in lieu of municipal taxes 00... (549) 300 
984 (359) 
1,882 (575) 


10. Related party transactions 
During the year the Corporation paid $652,000 (1986— 


$654,000) to Canada Ports Corporation as its share of that Cor- 
poration’s head office expense. 


SSE EEE ee ee eee 
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SUMMARY PAGE 


ST. JOHN’S PORT CORPORATION 


MANDATE 


Administration, management and control of the Harbour of St. John’s and all the works and property within the 
harbour previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the 
National Harbours Board. 


BACKGROUND 


St. John’s Port Corporation was established on June 1, 1985, pursuant to the national ports policy to create local 
ports corporations at the major ports and harbours previously under the centralized administration of the National 
Harbours Board and, since February 1983, the Canada Ports Corporation. Total cargo handled by the port in 1987 
amounted to 0.9 million tonnes. 


CORPORATION DATA 


HEAD OFFICE 3 Water Street 
P.O. Box 6178 
St. John’s, Newfoundland 
AIC 5X8 
STATUS —Schedule II, Part Il 
—an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS 1985; letters patent issued by the Minister of Transport, pursuant to 
OF INCORPORATION subsection 25(1) of the Canada Ports Corporation Act. 
CHIEF EXECUTIVE David Fox 
OFFICER 
CHAIRMAN Fred Milley 
AUDITOR Doane Raymond 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


7 months to 
1987 1986 Dec. 31, 1985 

At the end of the year 

Total A SS6tS oo) 3 waged sete teseamcaceiieares cipher asnut secretin isnwesre ore Me aetndas 15.6 14.4 16.9 

Obligations tothe private sectorice cts. ache eens eee nil nil nil 

Oblieations to Canadas scene oie aslo estan ana teen ease econ ee 2.5 bd 1.6 

BRUT EN OR GANA Gs cet pacar eee drags gs cd ccna censaneotcaas Aeeaciee ene te 22 Pree $e 
Cash from Canada in the period 

me DIORA TY ok Rete aaah hacer asp rae acini. Scamogienciaeen cue eee nil nil nil 

STE OMO SETA Y cinceych cites eters te ee ae ono anor ee ee 1.0 nil nil 


* Takes no account of payments to Canada: in 1987, dividend $0.2 million and, in 1986, special contributions, $1.8 
million. 


| 


| 
| 
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ST. JOHN’S PORT CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE JOHN CROSBIE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of the St. John’s Port Corpora- 
tion as at December 31, 1987, and the statements of income and sur- 
plus and changes in financial position for the year then ended. Our 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1987 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with the 
Financial Administration Act and Regulations, the Canada Ports Cor- 
poration Act and the by-laws of the Corporation. 


Doane Raymond 
Chartered Accountants 


St. John’s, Canada 
February 22, 1988 


BALANCE SHEET AS AT DECEMBER 31, 1987 


oe 
—e—e—eeeeeeeeeeeeeeeeeeeeeeee——n—nan—— eee 


ASSETS 1987 1986 LIABILITIES 1987 1986 
$ $ $ $ 
Current Current 

Cashi feta: sade nit aa te oe Med Sk BLO IEES 83,548 25,118 Accounts payable and accrued liabilities ............. 495,085 280,031 
Investments (INOtGi3)ar aun ee eee tee 863,594 2,988,103 Grants in lieu of municipal taxes .....0.00.0.0.000000.. 35,464 100,690 
Accounts ineceivablenies 22.21.0222). 5 es. 200 284,223 295,148 Deferred revenues: @8..0),.c.0. 3. ade eee 255,783 171,418 
1,231,365 3,308,369 Current portion of loans from Canada................. 124,836 56,833 
unvestments(Note 3) 300.2! be ve Re 949,653 911,168 608,972 
mixed (Note.4)astereitees ls. <4. nat. ot ole 14,332,175 10,139,334 Accrued employee benefits ....0.....c..cccccsscsssscssessseesseen 87,764 75,362 
WoansfromiCanada (Note 5) 2.2... .0cccse-cee eee 2,332,784 1,839,939 


3,331,716 2,524,273 


EQUITY 
GContributedicapital (Note 6) see rien. 10,131,636 9,749,318 
SURDIUS Sette ree ee ee ts en eal Soren 2,100,188 2,123,765 
12,231,824 11,873,083 
15,563,540 14,397,356 15,563,540 14,397,356 


ns eo eee 


_ Contingencies (Note 7) 
On behalf of the Board: 


FRED MILLEY 
Chairman 


DAVID J. FOX 
Port Manager and Chief Executive Officer 


312 


ST. JOHN’S PORT CORPORATION—Continued 


STATEMENT OF INCOME AND SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1987 


1987 1986 
$ $ 

Revenue from operations meas. .n ro ae eee eae 2,433,220 2,388,782 
Operating and administrative expenses............0...0..0:000. 1,527,745 1,501,052 
Depreciation. cor eer eae aka eek arene 808,049 561,936 
Grants Mel ON MUMICIPAEAK CS c.c.cce-erae- ce a eepeee eae aee $2,224 68,598 

2,388,018 2,131,586 
Income fronmoperations ese. e- eer Meet eee 45,202 257,196 
Investniene inCome—— Nts ere eee reese 83,695 251,051 
INGE ICONIC Stereo ere eens see 128,897 508,247 
Surplus, beginning of year een. ea ene ee ree 2,123,765 1,615,518 

2,252,662 2,123,765 
Dividend to Canada 152,474 
Surplus, end of year 2,100,188 2,123,765 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1987 


1987 1986 
$ $ 
Cash provided from (used for) 
Operating activities 
INGtINCOMe sa eteke Oreo re oer ease ere 128,897 508,247 
Depreciation acer et n.5, here ree 808,049 561,936 
Oihernon-cashvtemse ene severance saeco 7,938 (958) 
944,884 1,069,225 
Changes in 
PACCOUNLS TOCOELVADIC iiss csecnceiaooa ens 10,925 56,358 
Accounts payable and accrued liabilities ..... 215,054 (1,068,661) 
Grants in lieu of municipal taxes .................. (65,226) 43,598 
Deferred revenues: cassettes 84,364 (54,766) 
Current portion of loans from Canada......... 68,003 4,850 
1,258,004 50,604 
Financing activities 
Woans fron" Canada.. |. csssesess cere Pe eri 875,164 (56,834) 
Contributionto: Canada «cee ese cect aseceace: (1,836,000) 
iD Vig te (erste Giro CH.07 1 (0 Fe (152,474) 
722,690 (1,892,834) 
Investing activities 
Proceeds on disposition of investments............. 936,295 
Proceeds on disposal of fixed assets .................. 57,900 5,100 
Purchase ferixeceassets) a5 ode, assoc gnesacs (5,040,968) (766,351) 
(4,046,773) (761,251) 
INEECASIUSCQ nett Leese re earte iho ton ae (2,066,079) (2,603,481) 
Cash and short-term investments, beginning of 
VERE cece teers Tare Re ee ed oc a eee 3,013,221 5,616,702 
Cash and short-term investments, end of year......... 947,142 3,013,221 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987 


it 


In accordance with the Canada Ports Corporation Act, a peti- 
tion for the establishment of a local port corporation at the Port of 
St. John’s was approved and the St. John’s Port Corporation was 
established effective June 1, 1985. 

In accordance with the Canada Ports Corporation Act, the 
assets, liabilities and equity were transferred at their carrying val- 
ues in the accounts of the Canada Ports Corporation—Port of St. 
John’s to the St. John’s Port Corporation. 


(a) 


(b) 


(d 


— 


(e) 


Short-termis-2.4. 40 863,594 


Dione tere score ee eee 


. Significant accounting policies 


Investments 


The investments, which are direct and guaranteed securities 
of Canada, are shown at amortized cost. Premiums or dis- 
counts are amortized over the periods to maturity. 


Fixed assets 


Fixed assets are recorded at cost except for those transferred 
to the Corporation from Canada, which are recorded at 
appraised or fair market value established at the time of 
transfer. Grants towards capital projects received from 
Canada and from third parties are deducted from the cost of 
the related fixed assets. 

Depreciation is calculated on the straight-line basis for the 
full year, commencing with the year the asset becomes opera- 
tional, using rates indicated in Note 4. 


Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions for 
pensions are recognized in the accounts on a current basis. 


Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based on — 
estimated municipal assessments adjusted in accordance with 
the Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Pub- 
lic Works Canada. Any adjustments upon finalization are 
reflected in the accounts in the year of settlement. 


Employee benefits 


The Corporation accrues in its accounts, annually, the 
estimated liabilities for severance pay, annual leave and over- 
time compensatory leave, which are payable to its employees 
in subsequent years in accordance with its policy. 


. Investments 


1987 1986 


Amortized Face Amortized Face 
Cost Amount Cost Amount 


$ $ $ $ 
897,300 2,988,103 3,042,700 


Amortized Market 
Cost Value 


$ $ 
949,653 1,069,337 
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ST. JOHN’S PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Concluded 


4. Fixed assets 


1987 1986 
Accu- 
Depre- mulated Net Net 
ciation depre- book book 
rate Cost ciation value value 
% $ $ $ $ 
And eee ee 4,643,700 4,643,700 3,370,578 
Berthing  struc- 

LUreS Ie ee. 2.5-10 8,046,748 5,225,175 2,821,573 2,811,656 
Buildings ............ 2.5-10 1,611,606 1,190,200 421,406 536,739 
Utilities. Hece.-s 3.3-10 3,112,852 532,523 2,580,329 2,580,055 
Roads and sur- 

facesersad t... 2.5-10 4,143,950 557,444 3,586,506 119,533 


Machinery and 
equipment ..... 5-100 297,542 151,594 145,948 95,168 
Office furniture 


and equip- 

MiCnts...7 sett 20 156,241 92,966 63,275 44,187 
Projects under 

construction .. 69,438 69,438 581,418 


22,082,077 7,749,902 14,332,175 10,139,334 
————————————————————— 


. Loans from Canada 


1987 1986 
$ $ 

Loans, bearing interest at 9.33% and 10.15%, 
maturing in 1997 and 2000, payable in equal 
annual instalments of principal and interest of 

$360,982. The loans are unsecured .................... 2,457,620 1,514,453 

Principal instalments payable within one year...... 124,836 56,833 

2,332,784 1,457,620 

Accrued interest on loans ..00.0.........eccccesceccecesecsesseess 382,319 


2,332,784 1,839,939 


During the year, accrued interest in the amount of $382,319 
was forgiven by Canada. This amount has been credited to Con- 
tributed Capital. 

Annual principal repayments in each of the next five years are 
as follows: 


$ 
lle cto etnadeesit ener asec Reece tele ee deg aR Aa co 124,836 
Lied upd deceetetn twp Merde Maal nile rile Sable ole de eae 136,913 
Setigl nid ccinct ohn fe Sli eink AR ete aD Tso wae 150,159 
ged ea rie Cees nae nen Ree Rice Ae 164,689 
VPLS BE icansr cer a dep pisces eandsiseigensnenisos riser ee 180,627 


. Contributed capital 


Payments from excess cash made in 1986 to Canada and 
treated as Contribution to Canada in the amount of $1,836,000 
have been reclassified to Contributed Capital. 


. Contingent liabilities 


Claims aggregating approximately $5,000,000 arising from 
alleged damages suffered on the Corporation’s property have been 
received by the Corporation. The Corporation is a third party 
defendant, and has denied any liability, and no material loss is 
anticipated. 


In addition, claims aggregating approximately $150,000 have 
been received arising from quantity overruns on capital projects. 
The Corporation is disputing these claims and no material loss is 
anticipated. 


eee 
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SUMMARY PAGE 


ST. LAWRENCE SEAWAY AUTHORITY, THE 
MANDATE 


Construction, operation and maintenance of canals, bridges, works and other property related to the deep waterway 
between the Port of Montreal and Lake Erie, known as the St. Lawrence Seaway. 


BACKGROUND 


The St. Lawrence Seaway Authority was established in 1954 to construct and operate the Seaway in conjunction with 
an appropriate authority in the United States and to construct, maintain and operate bridges and other works and 
property incidental thereto as the Governor in Council may deem to be necessary. The Authority operates 13 locks 
and related works in Canadian territory along the waterway, as well as four high-level bridges traversing the 
St. Lawrence River. Two locks in the United States are operated by the St. Lawrence Seaway Development 
Corporation. 


A wholly-owned subsidiary, the Seaway International Bridge Corporation, Ltd. was established in 1962 to manage 
the international bridge at Cornwall, Ontario. A second wholly-owned subsidiary, the Jacques Cartier and Champlain 
Bridges Incorporated was established to manage the two high-level bridges in Montreal when these were transferred 
from the National Harbours Board in 1978. A third wholly-owned subsidiary, Great Lakes Pilotage Authority, Ltd. 
is a parent Crown corporation for the purposes of the Financial Administration Act. The Canadian span of the 
Thousand Islands Bridge at Lansdowne, Ontario has been directly administered by the Authority since this property 
reverted to Canada in 1976. 


CORPORATION DATA 


HEAD OFFICE 360 Albert Street 

Ottawa, Ontario 

K1R 7X7 
STATUS — Schedule III, Part I 

— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS OF 1954; pursuant to section 3 of the St. Lawrence Seaway Authority 
INCORPORATION Aci t{Ks.C, 1985, c-5-2). 
CHIEF EXECUTIVE W.A. O'Neil 
OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


1987-88 1986-87** 1985-86 1984-85 
At the end of the period 


SLOEAL-A SSOUS wlohe. tail ab Scans ivcus05s 0s ERAS Lo Rg Lode 603.0 652.8 645.3 668.9 
Obligations to the private Sector’. ascs. snc ee nil nil nil nil | 
Oblgationst0: Canada ye tii icmac cnn nil* 210.0 210.0 210.0 
Bouity' of Canada See 2s .a 3 scarce eee eee 576.8* AYR2 407.7 432.5 
Cash from Canada in the period 
oar PI eT a Ry cn rr eee LD oe cata tee 24.5 13.2 nil 3:0 
SS TOMA DUG RETA ccaat acee echt ca bagter cat aseerae eee einen nil nil nil nil 
* 


Obligations to Canada were forgiven by Transport vote 2c, 1987-88. This resulted in some reduction of 
corporation Fixed Assets, because a portion of the interest obligation had been capitalized, but mostly it added to 
the Equity of Canada. 


** These data do not reflect restatement of this year’s accounts in the corporation’s 1987-88 Annual Report. 
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THE ST. LAWRENCE SEAWAY AUTHORITY 
AUDITOR'S REPORT 


TO THE MINISTER OF TRANSPORT 


| have examined the balance sheet of The St. Lawrence Seaway 
Authority as at March 31, 1988 and the statements of operations, defi- 
cit and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Authority as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, The St. Lawrence 
Seaway Authority Act and the by-laws of the Authority. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
May 18, 1988 


BALANCE SHEET AS AT MARCH 31, 1988 
(in thousands of dollars) 


am 


ASSETS 1988 1987 LIABILITIES 1988 1987 
Current Current 
Cash and term deposits.................. a Acti cid RSI oie Be 13,417 9,071 ACCOUNTS payablese were: eee ee eee nent eee eee 4,57] 4,339 
DEPOSI MIN ACLUSIE UN OLE33) nee eee ae eee 1,863 Accruediliabilitiess(Note:3) heereeeee ee eee 9,475 9,470 
ZS CCOUTISITCCCLVA DIC arene. scans. etn tage uty ont GA 7,283 8,340 14,046 13,809 
Hots interest RECCIVADI Cees eee en ee ee meu ; aS Long-term STS ee eae oe 
Supplies invemtOry.......ccescrneeree peach PNM ha pee Me eat ene Accrued employee termination benefits (Note 6)...... 12,120 11,718 
25,072 23,148 Deferred interest (Note 9) ...ccccssccscsccsccsctsesssssttssesseseee 210,000 
Rong-terminreceivablesi(Note 4) e223 203 ST 12,120 221,718 
Investments 26,166 235,527 
Long-term investments (Note 5) .o.ccccccccccccccccccceccececcseceeeee. 19,940 17,604 Th aS oo a er 
Deposits in Consolidated Revenue Fund (Note 6)............ 13,000 13,000 J i 
Subsidiary companies (Note 7) ........ccccccccscecesseeccsecseseecsee. 10 10 Contingencies (Note 12) 
32,950 30,614 EQUITY OF CANADA 
Fixed (Note 8)....... fessor Rgeirersescirstecnnsaemmnnse- @ 544,731 585,539 Contributed capital (Note 9) .oo..o.cccccccccccscessesseseseeeveee .. 624,950 624,950 
De ft Ci teeertaererees tereerec reeset carotene acres erernereressereat (48,160) (220,919) 
576,790 404,031 
602,956 639,558 602,956 639,558 
I ee 
Approved: 
W. A. O'NEIL 
President 
R. J. FORGUES 


Comptroller and Treasurer 
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THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1988 
(in thousands of dollars) 


Montreal- 
Lake 
Ontario Welland 
Section Section 
Revenues 
“Tollsiee eek ee ee ey ee ae ee 2 ED Ce ee. oe 25,952 29,676 
TSS ASES AME ICE NSCS amet ce ha emer ev cates ee tte treme var eee ae 563 2,508 
27,594 32,945 
Expenses 
Opera tiny Bate cerca cree weer ee acne tee ene ecte ae ner rn eee 6,202 10,472 
NEAT A (ot 1s Uf (re aeee eet rcd Ane eee ae ene ee en RC arp ee 10,352 11,912 
Administrationweees 232 eee Ae oe ee ees 4,824 5,096 
lead tart cists re tere tea ee ee deers te : 3,972 4,864 
DCpreclatiOn ower veers ete ie tence rete ag acer eres ere: 4,370 5,641 
Employee termination benefits Ar Rec es Lee eee eae, <o 746 1,012 
Othenexpenses) see eee fre, She eek cee KER ee 974 84 
31,440 39,081 
Inconie: (loss) shrommoperations ice-free ee eee eee (3,846) (6,136) 
Investment income ... a set, een ti Aaa rie et NRT ey 2,020 2,474 
Net income (loss) for the year before extraordinary item ...............0...5. (1,826) (3,662) 
Insurance claim recovery ......... Tene ede | it RD NEED”). Fn) NSA ete Srey 
Nefincome loss) forthe: years ¢..48...-<..-0.0-- ee ere eee teeter (1,826) (3,662) 
STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1988 
(in thousands of dollars) 
1988 1987 
Thousand 
Islands 
Seaway Bridge Total Total 
Deficit (retained  earn- 
ings), beginning of the 
VEAL ARIS: Meee mre es 223,613 (2,694) 220,919 217,210 
Loss (net income) for the 
year Reenter see eee 5,488 (1,069) 4,419 3,709 
Forgiveness of deferred 
interest (Note 9) (177,178) (177,178) 
Deficit (retained  earn- 
ings), end of the year 51,923 (3,763) 48,160 220,919 


1988 


Total 


Seaway 


55,628 
3,071 
1,840 


60,539 


16,674 
22,264 
9,920 
8,836 
10,011 
1,758 
1,058 


70,521 


(9,982) 


4,494 


(5,488) 


(5,488) 
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Thousand 
Islands 
Bridge 


187 
1,124 


1,311 


288 
32 
36 
32 


388 
923 
146 


1,069 


1,069 


Total 


55,628 
3,258 
2,964 


61,850 


16,674 
2252 
9,952 
8,872 
10,043 
1,758 
1,058 
70,909 


(9,059) 
4,640 


(4,419) 


(4,419) 


1987 


Total 


52,007 
2,610 
2,764 

57,381 


16,450 
21,415 
O52 
8,620 
10,392 
789 
1,427 
68,645 
(11,264) 
4,702 
(6,562) 
2,853 
(3,709) 
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THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1988 


(in thousands of dollars) 


1988 1987 


Cash provided by (used 
in) 
Operating activities 
Income (loss) for the 
year before extraor- 
dinary item... secs: 
Items not involving 
cash 
Depreciation ............. 
Provision for termi- 
nation benefits ...... 
Net change in work- 
ing capital compo- 
nents other than 
cash and_ cash 
equivalents ............ 
Insurance claim recov- 


Cash provided by (used 
in) operating activi- 
tles..2 Beret. Sate ces 


Financing activities 
Funding from Federal 
Government for Wel- 
land Canal Rehabili- 
tation Program .......... 


Cash provided from 
financing activities .... 


Investing activities 
Reduction in long-term 


receivablesin..02)-e. 
Purchase of treasury 
Dil Si-edceecns sk Masia. 
Purchase of Canada 
BOndS eect cee 
Purchase of long-term 
investment  certifi- 
Cates Ph rseees exis, 5} 


Proceeds from disposal 
of investments............ 
Proceeds from disposal 
of fixed assets ............ 
Cash used in investing 
ACLIVITIES,.. tet... 


Increase (decrease) in 


Cash at beginning of year. 
Cash position at end of 


Cash composed of 
Cash and term deposits 
Deposit in trust.............. 


Thousand 
Islands 


Seaway Bridge Total Total 


(5,488) 1,069 (4,419) (6,562) 


10,011 32 10,043 10,392 


1,758 1,758 789 


542 (1,101) (559) (9,032) 


2,853 


Le 


6,823 6,823 (1,560) 
24,500 24,500 13,200 
24,500 24,500 13,200 

54 54 52 
(3,732) 

(9,053) (9,053) 

(5,000) 

(26,598) (26,598) (16,654) 
6,716 6,716 6,938 
41 4] 283 
(28,840) (28,840) (18,113) 

2,483 2,483 (6,473) 
10,934 10,934 17,407 
13,417 13,417 10,934 
13,417 13,417 9,071 

1,863 

13,417 13,417 10,934 


——_————————— 


Working capital position 
at end of year 
Current assets, .....4cc020: 


25,072 25,072 23,148 
16,536 (2,490) 14,046 13,809 
8,536 2,490 11,026 9,339 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 


1. Authority and objectives 


The St. Lawrence Seaway Authority was established in 1954 
under The St. Lawrence Seaway Authority Act and is classified 
as a parent Crown corporation under Schedule C Part | of the 
Financial Administration Act. 

The Authority was established to construct and operate a deep 
waterway between the Port of Montreal and Lake Erie together 
with such works and other property, including bridges incidental 
to the deep waterway, as deemed necessary by the Governor in 
Council. 


. Accounting policies 


The financial statements have been prepared in accordance 
with accounting principles generally accepted in Canada. A sum- 
mary of significant accounting policies follows: 


(a) Supplies inventory 


(b 


(c 


(d 


(e 


(f 


— 


) 


) 


) 


— 


Supplies inventory comprises equipment and supplies used in 
the operation and maintenance of the Seaway and is recorded 
at cost. 


Investments in subsidiary companies 


Investments in wholly-owned subsidiary companies are 
recorded at cost. The financial statements of the subsidiary 
companies have not been consolidated in these financial 
statements because changes in the equity of the subsidiaries 
do not accrue to the Authority. Separate audited financial 
statements for each of the subsidiary companies are available 
to the public. 


Fixed assets 


Fixed assets are recorded at cost. Replacements and major 
improvements which increase the capacity of the deep water- 
way system or extend the estimated useful lives of existing 
assets are capitalized. Repairs and maintenance are charged 
to operations as incurred and major betterments incurred to 
assure the reliability of the system are capitalized. The cost 
of assets sold, retired, or abandoned, and the related 
accumulated depreciation are removed from the accounts on 
disposal. Gains or losses on disposals are credited or charged 
to operations. 

Depreciation is recorded using the straight-line method based 
on the estimated useful lives of the assets. 


Welland Canal Rehabilitation Program 


Funding received from the Government of Canada towards 
this program is accounted for by crediting the costs of related 
capital projects undertaken during the year, with deprecia- 
tion to be calculated on the net amount. 


Employee termination benefits 


Employees of the Authority are entitled to specified benefits 
on termination as provided for under labour contracts and 
conditions of employment. The liability for these benefits is 
recorded in the accounts as the benefits accrue to employees. 


Pension plan 


All employees of the Authority are covered by the Public 
Service Superannuation Plan administered by the Govern- 
ment of Canada. Contributions to the Plan are required from 
both the employee and the Authority. These contributions 
represent the total liability of the Authority and are recog- 
nized in the accounts on a current basis. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Continued 


Sh 


(g) Employee life insurance plan 


The Authority provides an annual life insurance plan for its 
employees on a self-insurance basis. Surpluses, premiums and 
deficits from the plan are included in revenues and/or 
expenses in the year in which they apply. 


Thousand Islands Bridge 


In September 1976, the Minister of Transport entrusted the 
Authority with the management and operation of the Thou- 
sand Islands Bridge, while the real property was vested in the 
name of Her Majesty in Right of Canada. Subsequent capi- 
tal expenditures made by the Authority to improve the 
Bridge have been recorded as fixed assets. The retained earn- 
ings of the Bridge represent its cumulative earnings since 
September 1976. 


These financial statements have segregated the operations of 
the Thousand Islands Bridge on the premise that its manage- 
ment and operation by the Authority is independent of Sea- 
way operations. 


(h 


a’ 


Deposit in trust 


Pending the completion of the transaction on the settlement 
with railroads relative to the Welland By-Pass, the Authority had 
transferred funds for the full payment to a trust account, and an 
equivalent amount was included in accrued liabilities. The trans- 
action was completed in October, 1987. 


. Long-term receivables 


The Authority has entered into long-term contractual agree- 
ments for the sale of one parcel of land and for the recovery of 
costs associated with the construction of certain facilities. Long- 
term receivables outstanding at March 31 are as follows: 


1988 1987 
(in thousands 
of dollars) 
$’%2% interest, recoverable in blended annual install- 
ments of $28,000, maturing in 1995 ooo. 135 155 
Non-interest bearing, recoverable in annual install- 
ments:of' $33,952; maturing in) 1990.20 rc. aan nce : 68 102 
203 257 


. Long-term investments 


The long-term investments at March 31, set aside by the 
Authority in order to provide for future major capital improve- 
ment projects of The St. Lawrence Seaway and the rehabilitation 
of the Canadian span at the Thousand Islands Bridge, are as fol- 
lows: 


1988 1987 
(in thousands 
of dollars) 
Canada Bonds 
Cost, maturing on varying dates up to 1995 
Par value $15,000 (1987—$9,000) 
Market value $15,117 (1987—$9,374) .o0..ccccceee. 14,940 8,872 
Treasury Bills, maturing March 1988 
(1987'market-value:S33732) "res ee Soe 
Investment Certificates, maturing March 1990 
Market value $5,000 (1987—$5,000) 5,000 5,000 


19,940 17,604 
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6. Deposits in Consolidated Revenue Fund 


Consolidated Revenue Fund deposits bearing interest, set aside 
by the Authority in order to provide for future payments of 
employee termination benefits, mature on March 31, 1989. 


. Subsidiary companies and related parties 


Investments in wholly-owned subsidiary companies consist of 
the following: 


No. of 
shares Cost 
$ 

Great Lakes Pilotage Authority, Ltd. (GLPA) ............. 1S 1,500 
The Jacques Cartier and Champlain Bridges Incorpo- 

rated (JCCB)....- oe eee Seen eee, J l 100 
The Seaway International Bridge Corporation, Ltd. 

(SIB@)e es = Pe ae et er 8 8,000 

9,600 


During the year ended March 31, 1988, the Authority provided 
JCCB with certain administration services for which it charged 
$627,000 (1987—$595,000). At March 31, 1988, $79,000 was 
outstanding (1987—$63,000). 

Each calendar year, SIBC pays a bridge user charge to the 
Authority (1987—$368,000; 1986—$131,000) to amortize the 
Authority’s construction and interest costs related to the North 
Channel Bridge. At March 31, 1988, $5.8 million (1987—$11.5 
million) in construction costs remained unamortized; during the 
year a reduction of $5.3 million was caused by the cancellation of 
interest as explained in Note 9. 

The Canadian Coast Guard provides the Authority with navi- 
gational aids services. The fee paid by the Authority for this ser-_ 
vice in 1987-88 amounted to $525,000 ($525,000 in 1986-87). 


. Fixed assets 


1988 1987 
Accu- 
Depre- mulated 
ciation depre- 
rate Cost ciation Net Net 
(in thousands of dollars) 
Seaway 
Land... 30,324 30,324 30,352 
Channels and 
canals 1% 249,108 68,675 180,433 182,924 
Locks ; 1% 236,752 85,138 151,614 153,300 
Bridges and 
tunnels . ; 2% 88,346 37,931 50,415 52,118 
Buildings 2% 12,062 6,586 5,476 5,632 
Equipment ...... 2-20% 26,538 11,492 15,046 15,999 
Remedial 
works 1% 134,396 26,676 107,720 109,067 
Interest during 
construction 
(Note 9) 32,822 
Works — under 
construction 2,430 2,430 2,019 
779,956 236,498 543,458 584,233 
Thousand Islands 
Bridge 
Improvements 2% 1,552 279 1,273 1,306 
781,508 236,777 544,731 585,539 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


Welland Canal Rehabilitation Program 


Following the 1985 incidents and considering the age of the 
Welland Canal, the Authority engaged consultants to examine in 
detail, and report on, the structural condition of the system. The 


As described in Note 8, as a result of clarification of govern- 
ments intent towards funding for the Welland Canal Rehabilita- 
tion Program, prior years contributed capital has been reduced by 
$13.2 million. 


report was submitted during 1986 and, as a result a seven-year 10. Income taxes 
$175 million rehabilitation program has been devised to refit the The Author} Bed oPedéralC eres 
Welland Canal and ensure a continued safe and reliable waterway Pe ieee ce cacrar setae pe acd aes 
into the 21st century. The program consists of refurbishing of lock Subject a the Pg ee of the Income Tax Act. The Authority is 
walls, stabilizing the canal banks and approach walls, and not subject to any provincial income taxes. 
rehabilitating ancillary structures. The Authority is of the opinion that the forgiveness of deferred 
During 1986, the Government of Canada approved funding to interest by the Government of Canada (see Note 9) will not result 
finance the Welland Canal Rehabilitation Program for an amount in any tax liability. A confirmation to that effect has been 
not to exceed $175 million over a period of seven years as follows: requested from the Minister of National Revenue. 
(in millions Currently, undepreciated capital cost for tax purposes is in 
sot OONaie excess of the net book value of fixed assets by approximately $214 
1986-87 ‘a million. The tax effect of this excess has not been recorded in the 
ee mc accounts of the Authority. Should the Authority not receive the 
ie Ie Guia cube above confirmation, this excess would be reduced by approxi- 
TORS OU nein ein. SAA IRMA £8 IS) 26.9 mately $168 million. The Authority has also accumulated 
ROSES Beers te eee ee aa eh ees 27.3 research and development costs of approximately $4 million 
HS OZ ee rare ane cB een ite etc eer se oP acts eee 28.7 which are available to reduce the taxable income of future years. 
MOR Pe Bl 8 vce pee a Re cleo ee 29.0 Accordingly, no current or deferred tax liability has been set 
sliokall Were ae ee ene ates Nee eee te 175.0 __ up. 
To date the federal government funding has amounted to $37.7 Str Coramitinents 
million, all of which has been spent on the program and has been At March 31, 1988, contractual obligations for capital and 
deducted from related works under construction. As at March 31, other expenditures, including Welland Canal Rehabilitation Pro- 
1988, $32.445 million of the approved amount for the first two gram, amounted to $1.7 million (1987—$0.8 million). 
years was received. The balance of $5.255 million is included in 12" Contineencies 


accounts receivable. 


During the course of the 1987-88 fiscal year, the Authority 
examined in more depth the purpose of the Rehabilitation Pro- 
gram, the intention of the Federal Government to finance the 
entire program and the recording of the transaction in the books 
of the Authority. 


The Authority has concluded that it is the intention of the Gov- 
ernment of Canada not to recover the cost of the Program from 
the users of the Seaway. Accordingly, the funding received for 
this program is being deducted from the related costs of the fixed 
assets, with depreciation to be calculated on the net amount. 


During 1986-87, expenditures of $13.2 million under this pro- 
gram was capitalized and the related funding was treated as con- 
tributed capital. These accounts have been restated to reflect the 
now clarified nature of the program. 


. Contributed capital 


As of April 1, 1977, loans from Canada of $624.95 million were 
converted to equity by parliamentary appropriation. This amount 
was recorded as contributed capital. The unpaid interest of $210 
million on these loans was not converted and was reflected on the 
balance sheet as deferred interest. 


In December 1987, through Transport Vote 2c, both the con- 
tributed capital and deferred interest were forgiven by Govern- 
ment of Canada. 


The Authority accounted for the deletion of deferred interest 
through a reduction of its deficit by $177.2 million as well as 
write-down of fixed assets by $32.8 million representing interest 
capitalized during construction. 


The parliamentary appropriation authorizing the 1977 conver- 
sion of loans from Canada to equity also authorized the Minister 
to fix, from time to time, the amount that shall be paid by the 
Authority annually out of its toll revenue as a return on capital. 
No return on capital has been required to be paid for the years 
ended March 31, 1988 and 1987. 


Following the blow-out of a section of a wall at Lock 7 in Octo- 
ber 1985, fifty-four court actions totalling $26.1 million were 
instituted against the Authority by shipping companies alleging 
economic losses suffered. In previous years, as a result of the 
breakdown of the Valleyfield Bridge in November 1984, sixty- 
nine court actions totalling $23.0 million had been instituted. The 
Authority is contesting all these claims. However, their outcome 
cannot be determined at this time. 

The Authority is also the claimant or defendant in certain other 
pending or threatened claims and lawsuits. 

It is the opinion of management that these actions will not 
result in any material losses to the Authority. 
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THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 
APPENDIX 1 

THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED 
AUDITOR'S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of The Jacques Cartier and 
Champlain Bridges Incorporated as at March 31, 1988 and the state- 
ments of operations, deficit, contributed capital and changes in finan- 
cial position for the year then ended. My examination was made in 
accordance with generally accepted auditing standards, and accord- 
ingly included such tests and other procedures as | considered neces- 
sary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, as well as the 
charter and by-laws of the Corporation. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
May 2, 1988 


BALANCE SHEET AS AT MARCH 31, 1988 


ASSETS 1988 1987 LIABILITIES 1988 1987 


$ $ $ $ 
Current Current 

GCashianditenmidepositsie8.<.2. oe ee 4,245,813 3,752,041 Actountsipayablesiat.mnt 22.) 268) ee 2,219,766 1,519,658 
Accountsineceivablescreee... ae en ee 151,585 260,866 Due tojparenticompany 1h. a. c eee 2s. 70,208 72,334 
DucifromiCanida See ere! see eee or 1,433,752 1,129,313 Deferredsrevenueswa 22 eee BaP Ma cddiags 349,660 358,712 
5,831,150 5,142,220 2,639,634 1,950,704 

Fixed Long-term 
Land Pee eee BO tn Oe ee ee 3,785,545 3,785,545 Provision for employee termination benefits .... 601,904 640,390 
Bridpesia.teee LEAS: Se eee 73,276,394 73,276,394 Loans from Canada (Note 3) ...................00-+--. 66,242,472 
Vehicles and equipment... SPAT eco ee, Os 771,958 678,553 Interestiiniarrears (Notes). 8... eee 44,513,580 
77,833,897 77,740,492 601,904 111,396,442 
Less: accumulated depreciation .........0....cc 58,785,047 57,674,813 3.241.538 113.347.146 


19,048,850 20,065,679 
SHAREHOLDER'’S EQUITY (DEFI- 


CIENCY) 
Capital stock 
Authorized—SO shares without par value 
Issued and fully paid—1 share ............ rie 100 100 
Contributed ee any ee (Note 3). 32,584,464 GEETPS.FS3) 
Deficit (Note 3) .. Bettsilevee tear eee (LOO FOTOS em Ord 2 kod) 
21,638,462 (88,139,247) 
24,880,000 25,207,899 24,880,000 25,207,899 
Approved by the Board: 
A. ONEIL 
Director 


ROGER FORGUES 


Director 
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THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 


APPENDIX 1—Continued 


THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1988 


Jacques 
Cartier Champlain Total 
Bridge Bridge 1988 1987 
$ $ $ $ 
Revenues 
TOUS cereteee tre t tira i 7,642,908 7,642,908 6,948,975 
DLT Wy eee eee 74,700 224,100 298,800 352,604 
Other . 54,522 99,284 153,806 192,330 
129,222 7,966,292 8,095,514 7,493,909 
Expenses 
Malnten an Cees me 3,624,158 3,782,671 7,406,829 4,862,898 
Operation see ee ee 1,171,127 3,344,251 4,515,378 4,299,308 
Administration ............. 579,292 1,558,813 2,138,105 2,038,744 
Depreciation ........... “are 135355 16042°939 Sel 121-297 SIE LOS:015 
5,452,935 9,728,674 15,181,609 12,308,965 
Loss for the year............... 5,323,713 1,762,382 7,086,095 4,815,056 


STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1988 


ee 
eee 


1988 1987 
$ $ 
Balance at beginning of the year... 16,426,194 15,382,132 
Writc-off of accrued interest previously charged to 
operations (Note 3). Se eee eat ee 6,562,903 

9,863,291 15,382,132 
Ross forhesyearsaae ee ae. ERATE LEEW oh ok eee 7,086,095 4,815,056 

16,949,386 20,197,188 
Parliamentary appropriation—Operations.............. 6,003,284 3,770,994 
Balance at end of the year ..........-.scicceseseee: eres 10,946,102 16,426,194 


—————————————————————eEeSEeESSSSFSFSSSSSSFFFffffseses 


STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED MARCH 31, 1988 


ooo eeeeeeeeesseseseaeaeasenNN 
eee 


1988 1987 
$ $ 
Balance (deficiency) at beginning of the 
SOEUR By eer aS ee Ee ee ee (IGT 1351S3,) (71,731,472) 


Write-off of debts due to Canada assumed 
at the creation of the Corporation 


(INOUG'3)) enone 104,193,149 
32,479,996 (71,731,472) 
Parliamentary appropriation—Fixed assets 104,468 18,319 
Balance (deficiency) at end of the year.......... 32,584,464 GH Seho3) 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1988 


Operating activities 
Netiloss forithe year ..........c.0.0c0..- 
Non-cash items 


(7,086,095) (4,815,056) 


Depreciation eae eee net en een nee 2 1297 1,108,015 
Decrease in the provision for employee termi- 
nation benefitsaeyqae Vw) Se Sah (38,486) (27,453) 
Gain on disposal of fixed assets.....00000.00000........ (36,500) 
(6,003,284) (3,770,994) 
Changes in non-cash items of working capital...., 798,211 15,421 


(5,205,073) (3,755,573) 
Investing activities 


Additions to fixed assets ......... AN EIOR SAF fe) (104,686) (54,819) 
Proceeds from the disposal of fixed assets............ 218 36,500 
(104,468) (18,319) 
Financing activities 
Parliamentary appropriation ............0ccccecccsceee. 6,107,752 3,789,313 
Cash and cash equivalents 
Increase, [Om tnesycale. = emer ern ee 798,211 15,421 
Balance at beginning of the year..............0.0...... 4,881,354 4,865,933 
Balance at'end of the year (*)..0............-..... 5,679,565 4,881,354 
(i). Gashyanditenm)depositsies)...5 see eee 4,245,813 3,752,041 
DueiiromiCanad aera eee ne ae 1,433,752 11295313 
5,679,565 4,881,354 
Working capital position at year-end 
Currenttassets 2a, HOE Darreihern yu Ws au 5,831,150 5,142,220 
Cunrentiliabilitiesseesehs ot ate hee be 2,639,634 1,950,704 
3,191,516 8,191,516 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 


1. Authority and activities 


The Jacques Cartier and Champlain Bridges Incorporated was 
established under the Canada Business Corporations Act on 
November 3, 1978 and is a wholly owned subsidiary of The St. 
Lawrence Seaway Authority, which is a Crown corporation 
named in Part I of Schedule C to the Financial Administration 
Act. 


The Corporation is partially dependent on the Government of 
Canada for its financing. 


Effective December 1, 1978, the Corporation assumed the 
responsibility for the operation, maintenance and control of the 
Jacques Cartier and Champlain bridges and of a portion of the 
Bonaventure Autoroute, situated in the Montreal area. 


2. Significant accounting policies 


(a) Fixed assets 


Fixed assets acquired from the National Harbours Board 
(now Canada Ports Corporation) on December 1, 1978 were 
recorded at their then book values with an offset to con- 
tributed capital. Subsequent additions are recorded at cost. 
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THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


(b 


Nee 


— 


(c 


(d) 


(e 


— 


(f 


wa 


(g) 


Fixed assets are depreciated over their estimated economic 
lives using the straight-line method, at the following rates: 


Jacques Cartier Bridge 4.8% 
Champlain Bridge 2.5% 
10% and 20% 


The cost of the portion of the Bonaventure Autoroute for 
which the Corporation is responsible and the initial cost of 
the Jacques Cartier Bridge are fully depreciated. 


Vehicles and equipment 


Parliamentary appropriation 


The amount of the parliamentary appropriation used to cover 
the loss for the year is reflected in the statement of deficit. In 
this regard, operating expenses do not include depreciation 
and any change in the provision for employee termination 
benefits. 

The portion of the parliamentary appropriation used to 
finance the acquisition of fixed assets is recorded as con- 
tributed capital. 


Any balance of the parliamentary appropriation required to 
finance the loss for the year and not received at the year-end 
is shown as an amount due from Canada. Any parliamentary 
appropriation received in excess of requirements is recorded 
as due to Canada. It is the Corporation’s policy to reimburse 
this amount in the following fiscal year. 


Deferred revenues 


The estimated value of unredeemed toll tokens and tickets as 
well as rental revenues collected in advance are recorded as 
deferred revenues. 


Employee termination benefits 


On termination of employment, employees are entitled to cer- 
tain benefits provided under their collective agreements and 
their conditions of employment. The cost of these benefits is 
expensed in the year in which they are earned. 


Pension plan 


Employees participate in the Superannuation Plan adminis- 
tered by the Government of Canada. The employees and the 
Corporation contribute equally to the cost of the Plan. This 
contribution represents the total liability of the Corporation. 
Contributions in respect of current service and of admissible 
past service are expensed when paid. The terms of payment 
of past service contributions are set by the applicable pur- 
chase conditions, generally over the number of years of ser- 
vice remaining prior to retirement. 


Expenses 


Expenses incurred with respect to the portion of the Bonaven- 
ture Autoroute for which the Corporation is responsible are 
included with those for the Champlain Bridge. 


Income tax 


As a federal Crown corporation, the Corporation is not sub- 
ject to provincial income tax. However, it is subject to the 
federal Income Tax Act from the fact that its parent corpora- 
tion has been prescribed by regulation under that Act to be a 
federal Crown corporation. 


3. Forgiveness of debts due to Canada 


Under an Act passed by Parliament on December 10, 1987 
authorizing their forgiveness, the Corporation has written off 
from its accounts the loans from Canada and the interest in 
arrears thereon aggregating $110,756,052. The portion of this 
amount representing the debts assumed at the time the Corpora- 
tion was created, namely $104,193,149, has been offset to the 
capital deficiency. The balance of $6,562,903 representing inter- 
est subsequently charged to operations has been credited to the 
deficit. 

The Corporation is of the opinion that the forgiveness of these 
liabilities shall not give rise to any income tax obligation. A ruling 
to this effect has been requested from the Department of National 
Revenue. 


. Related party transactions 


Related party transactions not otherwise disclosed in these 
financial statements are as follows: 

Operation services are received from the Montreal Port Corpo- 
ration. The amount invoiced for regular services for the year 
ended March 31, 1988 amounts to $2,148,445 ($2,520,362 for 
1987), of which $296,909 was unpaid as at March 31, 1988 
($170,084 as at March 31, 1987). 

Administrative services from the parent company amounted to 
$607,230 ($594,718 in 1987). As at March 31, 1988, an unpaid 
balance thereon of $62,070 ($62,588 in 1987) is included in the 
amount due to the parent company. The Corporation estimates 
the cost of such services for the next year to be approximately 
$641,000. 


. Commitments 


(a) Leases 


The aggregate minimum annual rentals for long term leases 
ending April 30, 1992 covering accommodation and equip- 
ment which will be paid in subsequent years are as follows: 


$ 
A) Pree sree eat ein op an es ech mmtirte Nala La et tye 287,486 
ed | es sca eee eA at Meni | (8 Ge i et 286,892 
hee loc de Re Ae A RC EE ILS, 283,504 
|b ge Pera aan RY Semetre ee Ae teen eR ENTE GR, ». 282,849 
ihc be se renararr aeeneeanne AEM EMO... nooo ea. 8,000 


(b) Suppliers 


At March 31, 1988, contractual obligations to suppliers 
amounted to $1,536,030. 


. Major maintenance 


In its endeavour to keep the bridges and the autoroute in a good 
state of repair, to protect the public and serve traffic needs 
throughout the useful life of these installations, the Corporation is 
studying the possibility of having to carry out major maintenance 
work, notably on the decks of the bridges. Since the urgency and 
the nature of the repairs have yet to be defined, it is not possible 
at this time to assess the cost of the program which, depending on 
the extent of work, may have to be carried out over a number of 
years. It is expected that the eventual cost of such a program 
would be funded through parliamentary appropriations. 


. Contingencies 


In connection with its operations, the Corporation is the claim- 
ant or defendant in certain pending claims and lawsuits. It is the 
opinion of management that these actions will not result in any 
material liabilities to the Corporation. 
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APPENDIX 2 


THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD. 


AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


| have examined the balance sheet of The Seaway International 
Bridge Corporation, Ltd. as at December 31, 1987 and the statements 
of operations and changes in financial position for the year then ended. 
My examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as | considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1987 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Canada 
Business Corporations Act, The St. Lawrence Seaway Authority Act 
and by-laws of the Corporation. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
February 23, 1988 


BALANCE SHEET AS AT DECEMBER 31, 1987 
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ooooeoe—ooqz$?e{+]o#s$moaaooawooeoeoeoeeeeeeeeeeeeeeeeeeeeeeee 


_ ASSETS 1987 1986 
$ $ 

- Current 
Gashranditenmice posits: cot ccsecruieo Donne eee os 362,010 364,726 
Accounts receivable ..................... Rhee ee ire 1 eae 12,138 8,977 

374,148 373,703 

Fixed 

BE OSU me can ee a sins Niet ck ieee: ee es 557950 194;0 17, 

Pesss accumulated depreciation co a.--./ssrscrscssenr eee 143,432 140,127 


245,498 53,890 


619,646 427,593 


LIABILITIES 


Current 
Accounts payable and accrued liabilities... 
Due to The St. Lawrence Seaway Authority.........0..0.0...... 
Defernedtreven ue memes cone ere yn ee eee ; 


Long-term 
Accrued employee termination benefits...............0..0...... : 
Debentures payable (INOS) ewe na eee eer 


SHAREHOLDER'’S EQUITY 


Capital stock 
Authorized—An unlimited number of common shares 
Issued and fully paid—8 shares....... 


1987 
$ 


108,062 
168,458 
21,261 


297,781 


305,865 
8,000 


313,865 
611,646 


8,000 
619,646 


1986 
$ 


64,573 
31,404 
21,969 


117,946 


293,647 

8,000 
301,647 
419,593 


8,000 
427,593 


Approved by the Board: 


WILLIAM A. O’NEIL 
President and Director 


JAMES L. EMERY 


Vice-President and Director 


324 PUBLIC ACCOUNTS, 1987-88 


THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 
APPENDIX 2—Continued 
THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD.—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1987 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987 


1. Authority and activities 


1987 1986 The Seaway International Bridge Corporation, Ltd. is a Crown 
$ $ corporation pursuant to the Financial Administration Act and is a 
Reverie wholly-owned subsidiary of The St. Lawrence Seaway Authority, 
in ogee ree eS, Oe Ie or Nene eRe amt PEO 1,545,605 1,479,380 a parent Crown corporation named in Schedule C Part I of the 
Rentals cee sae re eed Re eee 66,928 66,978 aforementioned Act. The Corporation was incorporated under the 
Interests, 26. Seem ee Sr ee ee Airs eee eee 28,815 20,847 Canada Corporations Act in 1962, continued under the Canada 
Othign 02a 3 tebe agin cet ecnene ORE Os 9,917 6,154 Business Corporations Act, and is subject to The St. Lawrence 
1,651,265 1,573,359 Seaway Authority Act. Its purpose is to operate and manage the 
Expenses international toll bridge system between Cornwall, Ontario, and 
Salaries and employee benefits .....0......0...:0ccccccceeces 964,252 966,939 Rooseveltown, New York, on behalf of The St. Lawrence Seaway 
Maintenance, materials and serviceS............0....cccccee- 141,826 289,000 Authority and the Saint Lawrence Seaway Development Corpora- 
[fISUTANCEs. coats Soe Sak ee ee een ae8 Oey 71,619 82,475 tion. 
Employee termination benefits ................0.:ccceeeeee 24,949 30,052 
BleCtpicity matinee acter a heh See cel ee ne 16,745 13,409 . Accounting policies 
Rentalioftollicollectiontmachineseenr ss n ne 14,235 14,235 , ; : 
Depreciation means ae a ata cor 13.265 9.611 The financial statements have been prepared in accordance 
Office supplicseti).e bot. Dae ae Ly. 6,528 11,679 with accounting principles generally accepted in Canada. A sum- 
Grants in lieu of municipal taxes ....0.0..0ccceceee 6,000 6,000 mary of significant accounting policies follows: 
Professional SERVICES MMe choc titan ian nee 4,240 2,440 Bridge user charge 
ANAVErtISIN Doe eM eR ane acs Ur cree ne Oe 380 12 
Shier fe eee er Lee eee 1. eee 18,768 14,904 As described in Note 4 to the financial statements, the Corpo- 
1,282,807 1,441,955 ration is required to distribute as a bridge user charge its excess of 
Excess of revenues over expenses due as bridge user revenues over expenses. Payments are dependent on the Corpora- 
Charge (Nee ie ee ee 368,458 131,404 tion’s ability to generate excess revenues. Accordingly, the unpaid 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1987 


balances to The St. Lawrence Seaway Authority and the Saint 
Lawrence Seaway Development Corporation are not recorded as a 
liability in the books of the Corporation. 


Fixed assets and depreciation 


Fixed assets are recorded at cost. The cost of the North Chan- 
nel Bridge is recorded in the books of The St. Lawrence Seaway 
Authority and is being amortized over a period of 50 years. Costs 
incurred by the Corporation relating to the Bridge which do not 


1987 1986 extend its estimated useful life are expensed. 
$ $ Depreciation is based on the estimated useful life of the assets 
Operating activities calculated on the straight-line method at the following annual 
Cash provided from (used in) operations rates: 
Excess of revenues over expenses due as a bridge Automotive 20% 
USET CHAT BC... .-.eseoossssssssesseustnecessseeencerneestonssnsntsen 368,458 131,404 Maintenance equipment 10% to 20% 
es requiring cash “ihe nhs ines Office and toll equipment 10% 
mployee termination benefits 0.0.0... : d Beidaa.caninment 5% 
DEPreciation paw na ceiets rae tens Ne 13,265 9,611 eS j 
406,672. 171,067 war 
Employee termination benefits 
Increase (decrease) in accounts payable and accrued : ae) : ty th! 
abilities ers ae. he aren eee een ee es 43,489 (2,923) Employees are entitled to specified benefits on termination as 
Decrease (increase) in accounts receivable................. (3,161) 281,162 provided for under the conditions of employment. The liability for 
Increase (decrease) in deferred revenue...................... (708) 2,939 these benefits is recorded in the accounts as the employees become 
Payments of termination benefits ...........0....00:0cccc (12,731) entitled to the benefits. 
Payments to the St. Lawrence Seaway Authority for : 
Dare ge usenchange ty .c.ateieete esas ames (231,404) (206,794) Pension plan 
202,157 245,451 Employees are covered by the Public Service Superannuation 
Plan administered by the Government of Canada. Contributions 
Investing activities to the Plan are required from both the employee and the Corpora- 
Additions to fixed assets arenas eee (204,873) (22,262) tion. These contributions represent the total pension liability of 
Increase (decrease) in Cash ..ccccccssssssssssvsssssssssssssceeseeeeesese (2,716) 223,189 the Corporation and are recognized in the accounts on a current 
Cash and short-term deposits, beginning of the year..... 364,726 141,537 basis. 
Cash and short-term deposits, end of the year................ 362,010 364,726 Deferred revenue 
Working capital position at year-end Revenue from unredeemed toll tokens is deferred. 
Current assets ferent: 374,148 373,703 
Current liabilities 297,781 117,946 
76,367 255; f 50 
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THE ST. LAWRENCE SEAWAY AUTHORITY—Concluded 


APPENDIX 2—Concluded 


325 


THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Concluded 


Employee life insurance plan 


The Corporation provides an annual life insurance plan for its 
employees on a self-insurance basis. Surpluses, premiums and 
deficits from the plan are included in revenues and/or expenses in 
the year in which they apply. 


. Debentures payable 


These debentures, due on December 31, 2012, are non-interest 
bearing and payable to the Saint Lawrence Seaway Development 
Corporation. 


. Bridge user charge 


By agreement between The St. Lawrence Seaway Authority 
and the Saint Lawrence Seaway Development Corporation, the 
annual excess of revenues over expenses of the Corporation is due 
as a bridge user charge; first, to the Authority to offset the amor- 
tization of the cost of the North Channel Bridge together with 
interest; then to the Saint Lawrence Seaway Development Corpo- 
ration to offset the amortization of a $300,000 contribution 
towards the cost of the Raquette River Bridge; and the balance, if 
any, is then divided equally between both parties. 


As referred in Note 2, the cost of the North Channel Bridge is 
recorded in the books of the St. Lawrence Seaway Authority. In 
December 1987, the Government of Canada, through Department 
of Transport Vote 2c of Supplementary Estimates (C) 1987-88, 
has forgiven debt and related unpaid accrued interest due by the 
St. Lawrence Seaway Authority. Accordingly, unpaid interest by 
the Corporation amounting to $5,290,810 has been forgiven by 
the Authority and deducted from the unpaid balance of the total 
cost of the North Channel Bridge. 


All bridge user charges since the commencement of the Corpo- 
ration’s operations have been paid to The St. Lawrence Seaway 
Authority. At December 31, the unpaid balance of the total cost 
of the North Channel Bridge was as follows: 


1987 1986 
$ $ 
CoOShONCOnStLUCHION sane me ran a renee 8,539,695 8,539,695 
ILC res tema ent ee eee ete) SRE orien 7,860,462 7,860,462 
16,400,157 16,400,157 
Less: interest forgiven ................. 5,290,810 
11,109,347 16,400,157 
Less: bridge user charges 
Beginning olnycaneecme eee eee 4,929,516 4,798,112 
Gunrentcharecree ites ai eb ee 368,458 131,404 
EenGkol car wrest, cfc. csee.cccotis vesecdtoe 5,297,974 4,929,516 
Unpaid balance to The St. Lawrence Seaway 
PX UUHOLILY aaeenn eet sy 5,811,373 11,470,641 


ee 


. Bridge use 


With the approval of the Canadian Transport Commission, the 
Corporation has continued the practice of providing free usage of 
the bridge system to certain North American Indians. This repre- 
sents a substantial portion of the Bridge traffic. 


. Related party transactions 


In addition to the transactions disclosed elsewhere in these 
financial statements, The St. Lawrence Seaway Authority pro- 
vides to the Corporation, without charge, certain engineering and 
administrative support services. 


. Commitments 


The Corporation has entered into a long-term lease for the 
rental of toll collection facilities and equipment which will expire 
in 1988. The minimum annual rental payment which will be paid 
in that year is $11,856. 


ee ee ee ee ee 
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SUMMARY PAGE 


STANDARDS COUNCIL OF CANADA 


MANDATE 
To foster and promote voluntary standardization in fields relating to construction, manufacture, production, quality, 


performance and safety of buildings, structures, manufactured articles and products, and other goods not expressly 
provided for by law, as a means of advancing the national economy, benefiting the public and protecting consumers. 


BACKGROUND 


The Council coordinates the activities of organizations involved in standardization in Canada, and represents Canada 
in international standardization organizations. 


CORPORATION DATA 


HEAD OFFICE Suite 1200 
350 Sparks Street 
Ottawa, Ontario 
K1P 6N7 
STATUS — Schedule III, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Harvie Andre, P.C., M.P. 
DEPARTMENT Consumer and Corporate Affairs 
YEAR AND MEANS 1970; by the Standards Council of Canada Act (R.S.C. 1985, 
OF INCORPORATION c. S-16). 
CHIEF EXECUTIVE John R. Woods 
OFFICER 
CHAIRMAN Georges Archer 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1987-88 1986-87 1985-86 1984-85 
At the end of the period 


miatal A ssetsens ods ik ac RE tc bs? 3.0 Spe 5.3 

Mbligationsto-the private Sector ...52.:.... Lae ie. Piano ingens nil nil nil nil 

ROU EeLICETS COC ULC re sc co ee cope a aaadenee dsc ad ee nil nil nil nil 

FUQUILY OF KOaN AU cece ee ccseaeon dann 5 Saeaeenedeoipire pte nana msn tee 0.7 ‘4 2.2 4.4 
Cash from Canada in the period 

pes TY i sascccinsosessedntevtaoenanes euch Ao cb F Roe wnat 6.5 6.7" Be 6.6 

—— NONSDUGROLALY « ssfcoctoevinseacsdvnscasnints AROS sur ete ya peanenad ats nil nil nil nil 


* Net of amounts returned to Canada (1985-86, $0.9 million; 1986-87, $0.2 million). 
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STANDARDS COUNCIL OF CANADA 
AUDITOR’S REPORT 


TO THE STANDARDS COUNCIL OF CANADA 
AND THE 
MINISTER OF CONSUMER AND CORPORATE AFFAIRS 


I have examined the balance sheet of the Standards Council of 
Canada as at March 31, 1988 and the statements of operations, sur- 
plus and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Council as at March 31, 1988 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Council that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Standards 
Council of Canada Act and by-laws of the Council. 


D. L. Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
May 27, 1988 


BALANCE SHEET MARCH 31, 1988 


ASSETS 1988 1987 LIABILITIES 1988 1987 
$ $ $ $ 
Current Current 
Cash and short-term deposits ..........0.0.00.ccccccceteeeeeees 603,636 1,824,379 Accounts payable and accrued liabilities 0.0.0.0... 578,425 527,658 
Accriediinterest* 00 Bia «ont aennn ac etiee ys 5,601 25,561 Gustomenandiother.deposits- = ee 134,981 95,913 
Accounts receivable Deéferredisalesirevenue ee oe ee eee 63,893 127,786 
GovernmenvonCanadde esc ame! 359261) eel sin 777,299 751,357 
OY s NS pesetcea ee tench tes ceiies aanteipstertants deel tne seine ipa 147,01 | 153,191 Long-term 
Prepaldick Penses er cnc ccc seonenrtenseecoweaon-s gee pare mene 295,914 416,844 Provision for employee termination benefits ............. 207,564 286,818 
1,411,429 2,571,286 984,863 1,038,175 
Fixed 
Office furniture and equipment (Note 3) ........0......4. 316,168 388,669 EQUITY OF CANADA 
SULDINS be: .cercs eee eee een ae PR cas 742,734 1,921,780 
1,727,597 2,959,955 1,727,597 2,959,955 


Approved by the Council: 


GEORGES ARCHER 
President 


JOHN WOODS 
Executive Director 
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STANDARDS COUNCIL OF CANADA—Continued 


STATEMENT OF OPERATIONS 


FOR THE YEAR ENDED MARCH 31, 1988 


Expenses 

Salaries, wages and employee benefits................. 
RT AVEL tice eta eee Meee oe ect pierce ones 
Membership in international organizations ......... 
Direct cost of standards purchases .................00. 
Publicattons‘and printing=<-cessaee oer 
Financial assistance to standards-writing organ- 

IZAUIONS ee ere ere eee aimee reise eras 
Olfficelaccommodationiere cere e cee eee 
Public'relationS Ss... sera eter 
Melephone-and postage ccc rie- scree rae arr 
International secretariat COSts ............0.:ceceeees 
Professional and special services ...............0::0000 
Depreciation t.cemeeete ee rere erie eterna rces 
Meetingses i. Se eee teat eee eres 
Rentaliofioffice equipmentia...2. ee 
Office:supplies eee ene eee ee 
LOG se cee eater gc lree ease once ee meee cee teeet cecren tre 


Less: GATT Enquiry Point operating costs 
recovered from Department of Ex- 
temnalvAtfainscerne te. oe eer te 

costs of development assistance programs 
recovered from Canadian International 
Development Agency (CIDA) ................ 


Revenues 
Sale ofistandards ee ce ce ees 


Costiofioperations:.< ae eat eo ner ere ae 
Parliamentary appropriation 

Consumer and Corporate Affairs Vote 25 

(OST —_V ote Oia rt cee eee ree etna 


Deficiency of parliamentary appropriation over 
cost of operations for the year... 


STATEMENT OF SURPLUS 


1988 
$ 


2,876,058 
997,016 
836,659 
713,879 
700,023 


611,134 
432,179 
318,418 
251,045 
185,334 
164,935 
133,239 

84,274 

69,892 

39,466 
134,777 
512,750 


9,061,078 


345,550 


43,953 
8,671,575 


839,191 
67,740 
54,598 


961,529 
7,710,046 


6,531,000 


(1,179,046) 


FOR THE YEAR ENDED MARCH 31, 1988 


Appropriated (Note 4) 
Balance at beginning of the year........0......0....0... 
Less: released during the year.............:::ccccceee 
Balance at end ofthe year oe eee 
Unappropriated 
Balance at beginning of the year...............ccc 
Deficiency of parliamentary appropriation over 
cost of operations for the year ............:::ccceees 
Released duringithe yeau..:.aisgeon eee es: 


Balance'at. endiof the year, <.:.ccsc.ciecsestoncsesses<tcesse 


1988 
$ 


589,719 


(589,719) 


1,332,061 


(1,179,046) 


589,719 
742,734 
742,734 


1987 
$ 


3,047,397 
1,126,616 
741,762 
803,752 
720,494 


648,320 
359,959 
326,432 
245,526 
180,953 
304,120 
101,842 

47,252 

62,493 

41,696 
111,597 


8,870,211 


341,000 


31,925 
8,497,286 


963,881 
249,096 
30,165 


1,243,142 
7,254,144 


6,935,000 


(319,144) 


1987 
$ 


827,036 
(237,317) 


589,719 


1,413,888 


(319,144) 
237,317 


1,332,061 
1,921,780 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED MARCH 31, 1988 


Operating activities 
Deficiency of parliamentary appropriation over 
cost of operations for the year...............000. 
Items not requiring an outlay of cash 

Deépreciation.aveserts tats ce ees, EN eee 

Depreciation charges recovered from 
GATT Enguiry Point Heart ety. teens 
Employee termination benefits ..................... 


Payment of employee termination benefits.......... 
Changes in current liabilities and current assets 
other than cash and short-term deposits .......... 


Cash and short-term deposits used in operating 
ACTIVITIES HRA ETS SNIFF EOS A eee eee 


Investing activities 
Purchase of office furniture and equipment ....... 


Decreaseduring the yeatrrere a eee 
Cash and short-term deposits at beginning of the 
VOCAL BBR Pere be des cberitesat eden acon eee 


Cash and short-term deposits at end of the year .... 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 


1. Authority and objectives 


1988 
$ 


(1,179,046) 
133,239 


12,000 
65,396 


(968,411) 
(144,650) 


(34,944) 
(1,148,005) 


(72,738) 
(1,220,743) 


1,824,379 
603,636 


1987 
$ 


(319,144) 


101,842 


77,669 


(139,633) 
(44,222) 


(454,085) 
(637,940) 


(306,407) 
(944,347) 


2,768,726 
1,824,379 


The Standards Council of Canada was created by Parliament 
as a corporation under the Standards Council of Canada Act in 
1970 to be the national co-ordinating body for voluntary stand- 
ardization. The Council is a Crown corporation named in Part I of 
Schedule C to the Financial Administration Act. The Council car- 
ries out its task through the National Standards System, a federa- 
tion of accredited organizations concerned with standards-writing, 


certification and testing. 


The objectives of the Council are to foster and promote volun- 
tary standardization in fields relating to the construction, manu- 
facture, production, quality, performance and safety of buildings, 
structures, manufactured articles and products and other goods 
and to further international co-operation in the field of standards. 


2. Significant accounting policies 


(a) Office furniture and equipment 


Office furniture and equipment are recorded at cost and 
depreciated on a straight-line basis over the estimated useful 


life of the assets as follows: 


Furniture 
Equipment 


(b) Employee termination benefits 


5 years 


4 years 


Employees are entitled to specified benefits on termination as 
provided for under labour contracts and conditions of 
employment. The liability for these benefits is recorded in the 
accounts as the benefits accrue to the employees. 


— 
to) 
— 


Pension plan 


Employees are covered by the Public Service Superannuation 
Plan administered by the Government of Canada. Contribu- 
tions to the Plan are required from both the employee and 
the Council. Contributions with respect to current service are 


expensed on a current basis. 
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STANDARDS COUNCIL OF CANADA—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


3. Office furniture and equipment 


1988 1987 
Accu- 
mulated Net Net 
deprecia- book book 
Cost tion value value 
$ $ $ $ 
Office furniture ......... 146,939 99,905 47,034 46,742 
Office equipment....... 608,663 339,529 269,134 341,927 
755,602 439,434 316,168 388,669 
ee 
4. Appropriated surplus 
1988 1987 
$ $ 
Reserve toward future cost of in-house elec- 
tronic data processing facility 0.0.0.0... 262,683 
Reserve toward cost of hosting the Pacific 
Area Standards Congress XII in 1988 .......... 100,000 
Reserve for contingencies ..............ccccccccssceseeseeses 227,036 
589,719 


5. Lease commitment 


The Council is leasing office space at its present location for a 
five-year term which commenced June 1, 1987. The future mini- 
mum annual rental under this agreement is $382,305. 


6. Relocation 


In 1987-88, Council’s Mississauga office was closed and the 
operation was relocated and consolidated at the head office in 
Ottawa. This resulted in a one-time charge to operations of 


$512,750 for the year ended March 31, 1988. 
ae a ee a Sa a ee 
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SUMMARY PAGE 
TELEGLOBE CANADA 


MANDATE 


Since 1949, to establish, maintain and operate, in Canada and elsewhere, international telecommunications services 
for the conduct of public communications; this mandate ended on April 3, 1987 with the sale of its business. 


BACKGROUND 


Originally the Canadian Overseas Telecommunications Corporation, its name was changed in 1975 by the Teleglobe 
Canada Act. The transfer of this business to a subsidiary and the sale of the latter to Memotec Data Inc. was 
announced by the government on February 11, 1987 and, with the proclamation of the Teleglobe Canada 
Reorganization and Divestiture Act, took place on April 3, 1987. 


It seems likely that the corporation will remain in existence, but inactive, for some few years yet. That seems likely 
because it is still named as the acceptor on certain bills of exchange which mature on dates to May 1993, although, 
by the terms of the sale of the corporation’s business, the amounts due against the bills must be paid by the purchaser 
of the business. 


CORPORATION DATA 


HEAD OFFICE c/o Canada Development Investment Corporation, 
Suite 4520 
1, First Canadian Place, 
Toronto, Ontario, 


MSX 1A4 
STATUS — Schedule III, Part II 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Don Mazankowski, P.C., M.P., 
Deputy Prime Minister and President of the Privy Council 
YEAR AND MEANS 1949; by the Canadian Overseas Telecommunications Act (R.S.C. 
OF INCORPORATION 1985, c. T-4). 
CHAIRMAN AND CHIEF Vacant 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) Late in 1984, the financial year-end, which had been March 31, was changed 
to December 31. 


9 months to 
1987 1986 1985 _— Dec. 31, 1984 
At the end of the period 
WAS CWO EER VSS SL peledrtnraat dl hn te tide ea ER oe Re SRR eR 84.2 502.4 524.9 574.6 
®bhkeations.to.the private S¢ctor ...... 40%, 7e8, 2... TAI cs vee nil ef ie 66.5 68.3 
fdiliva tings to Ga NAGA 2) ccchsoc ness icc Peet AL coe ee DA vac nil 2.6 3.9 Fo 
Equity of Canada. 5... 2.5 cena ccns Peer hte ke, 84.2 290.3 307.4 362:2 
Cash from (to) Canada in the period, net 
EELS OLNEY Ch ciceic cin ci eee es Re ee ee ona eae (440.5)** (30.0) A LUssL i nil 
mare HOE» DED OCEAEN ofan ce ae scent ae haut oh in fmtnass eee et (2.6) Gh) Ci3) (0.6) 


* Remitted to Canada as dividends. 
** Includes $119.2 million income tax paid on profits on the sale of Teleglobe’s assets and business. 
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TELEGLOBE CANADA 
AUDITOR’S REPORT 


TO THE PRESIDENT OF THE TREASURY BOARD 


I have examined the balance sheet of Teleglobe Canada as at 
December 31, 1987 and the statements of income and retained earn- 
ings and changes in financial position for the period of 272 days then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1987 and the results of 
its operations and the changes in its financial position for the period of 
272 days then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
period. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Tele- 
globe Canada Act and regulations, the by-laws of the Corporation and 
the Teleglobe Canada Reorganization and Divestiture Act. 


Kenneth M. Dye, F.C.A. 

Auditor General of Canada 
Ottawa, Canada 
March 25, 1988 


BALANCE SHEET AS AT DECEMBER 31, 1987 


ASSETS 1987 
$ 
Current 
Cash and temporary investments, at cost .........00000.0......., Se 35,605,300 
Accounts receivable ......... satis: Pear hos 250,462 
Refundable income tax.. cate en Sen eeeS HS Ais 5 SACRA EE Noh 48,968,198 


84,823,960 
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LIABILITIES 1987 
$ 
Current 
Accounts payable........ 9,326 
EQUITY OF CANADA 
Retained earnings 84,814,634 


Approved by the Board: 
RONALD MONTCALM 


Director 


K. T. HEPBURN 
Director 


84 823,960 
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TELEGLOBE CANADA—Continued 
INCOME AND RETAINED EARNINGS 


FOR THE PERIOD OF 272 DAYS ENDED DECEMBER 31, 1987 


1987 
$ 
Revenues 
Interest ee eee aia hy ores BAe heere ce te AP epi PI 
Gain om foreienexchangsent are: eet Seen renee eee ee 36,006 
DD IS2 ST 
Expenses 
Administration fees .............. 23 Pe rer 82,624 
Financial charges es i beeoceecead Scr eer eauee! 33,908 
116,532 
Income before income tax and gain realized on privatization .... 2,176,705 
Lin GOrmye ita X sot os fp ceases ce rc eeome Recede sce A tae. Orca te ate aaron ca LSS core 
Income before gain realized on privatization ..........0....0.cceee 990,948 
Gain realized on privatization (Note 2)......... ce he AA oe 214,042,071 
INCHINCOM Cmte. momen tert nt cere cetncrcrsr tne een a een eee net 215,033,019 
Retamecioanningsiasea te) ple aml\o.o1/ semen er tare eee eeeeenrer ones 310,270,373 
525,303,392 
Amount remitted to the Government of Canada (Note 3) ........ 440,488,758 
Retainedieanningsas at Decembemaila lO Sere... cee mere 84,814,634 


CHANGES IN FINANCIAL POSITION 
FOR THE PERIOD OF 272 DAYS ENDED DECEMBER 31, 1987 


1987 
$ 
Cash used for operations 
Income before gain realized on privatization ..........0.0..0.0..00.. 990,948 
Changes in non-cash working capital items.........0.0.0..0..0.00005 (9,201,765) 
(8,210,817) 
Cash used for financing 
Reimbursement odonp-tenn debt mer eee een ery ierencter (1,710,092) 
Cash provided by investments 
Proceedsamomuaisposall(INOlLe2)n.nom ce iene eee 504,836,273 
Reimbursement of non-cash working capital items................. (1,635,803) 
Rees anGLOunen sellin sex DeNSes iat eee ett ae tener eon (6,754,545) 
Income tax paid, including a refundable portion of 
SAR OG S519 8 ewer ee Reeders ec Teme ane cata eh eee tee (119,155,392) 
377,290,533 
Amount remitted to the Government of Canada (Note 3)......... (440,488,758) 
Cash and temporary investments 
Deora Se Frees oe tien Saree ee a eran RY ae a ee (73,119,134) 
Balance asrate Apia sO S7ime secre taste eee ere 108,724,434 
Balances at mMecembDen sila 0 leet enc ercer atte te ee 35,605,300 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31], 1987 


1. Authority and activities 


Teleglobe Canada, created by the Teleglobe Canada Act, was 
until April 3, 1987 mandated to establish, maintain and operate 
Canada’s international telecommunication services and to coordi- 
nate these services with those of other countries. 


On April 3, 1987 following adoption of the Teleglobe Canada 
Reorganization and Divestiture Act (S.C. 1986-87, c. 12), govern- 
mental approval, and the signing of a purchase and sale agree- 
ment, the Corporation’s undertaking was effectively sold to 
Memotec Data Inc., which now operates it under the corporate 
name of Teleglobe Canada Inc. 


The Teleglobe Canada Reorganization and Divestiture Act 
stipulates that on dates to be fixed by proclamation, the Corpora- 
tion’s name will be changed to TH (1987) and will be wound-up. 


These financial statements present the financial position of the 
Corporation as at December 31, 1987 and the results of its opera- 
tions and the changes in its financial position for the period of 272 
days then ended, taking into account transactions related to the 
Corporation’s privatization, including the creation of a wholly- 
owned subsidiary on April 2, 1987, as mentioned in Note 2. 


2. Privatization of the Corporation 


On April 2, 1987, the Corporation created a wholly-owned sub- 
sidiary under the corporate name of Teleglobe Canada Inc., and 
subscribed to 100 common shares for a consideration of $100. 


On April 3, 1987, the Corporation transferred to Teleglobe 
Canada Inc., its undertaking, fixed assets and nearly all other 
assets including its rights by virtue of contracts, agreements and 
arrangements and Teleglobe Canada Inc. assumed certain of the 
Corporation’s obligations, as follows: 


At book value 


$ 

Cashiomequivalent. cs. acne ene trees eee ee 1,635,803 
IN CCOUNISIRECENVADIG = Re crn eee 100,796,574 
Prepaid! €xpenSesc ae sec tesa en mee case cee RN 1,528,217 
Bong-tenmireceivablesi, neck. eee eee erent 7,099,603 
Deferredicharges. seca ho enn ee ee ees 95,003 

111,155,200 
Accounts payable secscersccnieasnenewnscersseiretss aartiersratoniantet mere 95,589,789 
Long-term debt (including short-term portion) .................. $4,315,574 
Deferred creditss.: es. ccc setae ee ee ee 5,860,000 

155,765,363 

(44,610,163) 


At 140% of their net book value 


A hE ee Bie COEDS GO EE Seer OEE? ec 419.9947 
374,781,312 


Fixed assets 


As consideration, the Corporation received a non-interest bear- 
ing promissory note in an aggregate principal amount of 
$143,382,433 payable one year and one day following demand, 
1,000 special redeemable shares at an issue and stated capital 
value of $1,000 and 233,228,000 common shares at an issue and 
stated capital value of $231,397,879. 


Also on April 3, 1987, but subsequent to the above-mentioned 
transfer, the Corporation sold to Memotec Data Inc. the promis- 
sory note and the common shares of Teleglobe Canada Inc. for a 
cash price of $488,268,000. 
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TELEGLOBE CANADA—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1987—Concluded 


On December 14, 1987, the Corporation transferred to Canada 5. Contingencies 
the special shares of Teleglobe Canada Inc. These shares entitled 
the holder on December 31, 1987 to receive a dividend of 
$16,567,273 and to a redemption price of $1,000. As at April 3, 1987, the Corporation was committed to one of 
the prime contractors for the construction of the ANZCAN 
cable system to pay certain amounts in pounds sterling up to 
May 16, 1993. Under the terms of the agreement, payments 


(a) Bills of exchange 


These transactions, related to the Corporation’s privatization, 
resulted in the following gain: 


$ $ are secured by bills of exchange drawn by the contractor ona 
Transfer value of fixed assets .000..000...cccccs. 419,391,475 British Bank and accepted by the Corporation. The bank has 
Book value of fixed’assets!.9..5)...00..ce. 299,565,339 not agreed to release the Corporation from its obligation 
119,826,136 under these bills of exchange. 
Incomettaxcthercon set sce hee. ees 29,084,381 However, under the purchase and sale agreement covering 
Gain on disposal of fixed assets ............ bse 90,741,755 the Corporation’s undertaking and an underlying agreement, 
Proceeds Hie Gepost ie promlsecry Teleglobe Canada Inc. assumes the obligation to make the 
note and common shares o elegiode . : 2 
payments directly to the bank, which negates the bills of 
fe ae a fhe a Speen exchange when payments are made to the bank on the due 
Redemption of the special shares of Tele- dates. 
glogeCanadadnc. 20. ee akc eee ees 1,000 As at December 31, 1987, the amounts are as follows: 
504,836,273 
Fees and other selling expenses ...............0..... 6,754,545 
498,081,728 Amounts 
Book value of securities sold ........0.0.cccccee. 374,781,412 a in pounds 
Gain on disposal of securities of Teleglobe Maturities ___Sterling __ 
ACA AG APIO Meme ered hain, on cmt 123,300,316 May 16, 1988 2.784.460 
Gain realized on privatization 0... 214,052,071 2 November 16, 1988... 2,711,392 
May i1/6,01.98 0.6 ecient ce ees 2,616,222 
INovem berg 691.98 Oman a aeeeneneen a eC eee 2,545,409 
3. Amount remitted to the Government of Canada MayiTOSI09000, Mies uc ieee ee 2,452,946 
$ INovemberal61t1 990 ence eee Sen ne 2,379,426 
Mavaliov99 lease ieee ai. enka ene eee Se 2,289,670 
CashiOM APTI) WOBT...c.c2.cetscrcoceomnecrces 414,000,000 DOvemUe TG LO TE ee keh eri ee 2,213,444 
Deposit on purchase offer and accrued Mayal 6199 2g tee cene tenn een er. erent recone 2,127,746 
ANL ORES bie caten rtronreleriny«<.vs T emt e 9,920,485 Novem bers! 67199 2eree eee tee eer ee eel 2,047,462 
Dividend on special shares of Teleglobe Mays 6310930 Fee ee PAN ates eo ee 1,963,117 
Ganadablicamyecer es. 5 eee eee 16,567,273 ~ 296.131.2094 
Redemption of special shares of Teleglobe ——————— 
(CITE EITC ask soo eae aire Ghee 1,000 
440,488,758 Based on the exchange rate at December 31, 1987, this 
amount represents 64,076,546 Canadian dollars. 
b) Guarantees and representations 
Pp 
4. Income Tax The purchase and sale agreement entered into by Her 
The Corporation is subject to federal income tax. As an agent Majesty the Queen in Right of Canada and Memotec Data 
corporation of Her Majesty, it is not subject to tax on capital Inc. provides for certain contingent adjustments to the pur- 
gains, according to a notice from Revenue Canada and contrary chase price under guarantees and representations given 
to what was outlined in Note 12 to the financial statements as at mutually by the parties. 


April 3, 1987. 6. Comparative figures 


The comparative figures for the preceding period are not shown 

since the Corporation disposed of its undertaking on April 3, 
1987. 

es ee 8 re et 
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SUMMARY PAGE 


VANCOUVER PORT CORPORATION 


MANDATE 


Administration, management and control of the Vancouver Harbour and all the works and property within the 
harbour previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the 
National Harbours Board. 


BACKGROUND 


The Vancouver Port Corporation was established on July 1, 1983, pursuant to the national ports policy to create local 
port corporations at the major ports and harbours previously under the centralized administration of the National 
Harbours Board and, since February 1983, the Canada Ports Corporation. Vancouver is the busiest port in Canada. 
In 1987, 63 million tonnes of cargo passed through the port. Coal and grain are the most important commodities; 
sulphur, potash and forestry products are also important. 


CORPORATION DATA 

HEAD OFFICE 1900 Granville Square 
200 Granville Street 
Vancouver, British Columbia 
V6C 2P9 

STATUS — Schedule III, Part II 


APPROPRIATE MINISTER 
DEPARTMENT 


YEAR AND MEANS 
OF INCORPORATION 


— an agent of Her Majesty 
The Honourable Benoit Bouchard, P.C., M.P. 


Transport 


1983; letters patent of incorporation issued by the Minister of 
Transport pursuant to subsection 25(1) of the Canada Ports 
Corporation Act. 


CHIEF EXECUTIVE Francis J. MacNaughton 
OFFICER 

CHAIRMAN Hector D. Perry 
AUDITOR Thorne Ernst & Whinney 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1987 1986 1985 1984 
At the end of the period 
PEGE UA SSEES i Ce ae Oe ect shares cu pian are tee ge ay eens Sas ees Za 236.9 242.7 221.0 
Opiipations to the private sector chccwcrasvenimaueon anes nil nil nil nil 
COR ea ES 6G Sa ith pe ities cae casee a e ae 4.] 80.8 81.0 81.2 
oie pT NER Ae) Bs OR: 9 0: Bae ar ek Man NDS RPE Oe EC Moet aap ete EEE y 2355 116.2 119.0 98.6 
Cash from Canada in the period 
Fae MUSE ETAT SO 2) eee ards uae ned aes wc tvs ace es nil 0.5 nil nil 
mers RS OOOOCLATY ce Ue 6 Bake ak a nil nil nil nil 


* In 1987, $76.5 million loan principal outstanding was forgiven by Canada: That amount, along with related 
interest forgiven, was added to the corporation’s contributed capital. 
** Takes no account of payments to Canada: in 1987, dividend $5.8 million and, in 1986, special contributions, $23.3 
million. 
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VANCOUVER PORT CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE JOHN CROSBIE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of Vancouver Port Corporation 
as at December 31, 1987, and the statements of income and retained 
earnings and changes in cash resources for the year then ended. Our 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1987 and the results of 
its operations and the changes in its cash resources for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Canada 
Ports Corporation Act and the by-laws of the Corporation. 


Thorne Ernst & Whinney 
Chartered Accountants 
Vancouver, Canada 
February 17, 1988 


BALANCE SHEET AS AT DECEMBER 31, 1987 
(in thousands of dollars) 


—6a—és0aTleeweeeeeooawanaaoeoaqono@@"@@"@w@w@®@wwO0OohnmSmam9n8am3oSTsSTTSQom09SSS 


ASSETS 1987 1986 LIABILITIES AND EQUITY OF CANADA 1987 1986 
Current Assets Current liabilities 
(OES Nag eens a lieneaeeteieh TREE Ss) i a 527 306 Accounts payable and accrued liabilities ....0.0.0.0..cccc. 2501 3,599 
MV. CSEITRETIEST NOLES, ) ean eee EERE les nr 54,518 39,107 Grants in lieu of municipal taxes.............cccccccccseseseecseeceees 5,979 5,187 
ACCOUDIS TECCIVA DIC — «ace en enn 6,870 5,170 Deferred revenuesee oe eee 2,550 2,781 
Wiaitetia stand tsUpDlics.<..e teens nett eterno 306 236 10,896 11,567 
62,221 44,819 ~ceruedremployee: benefitsigsen. =) meee ee eee 1,169 1,106 
ong-term receivables (Note 4)". eae 7,519 7,902 Eoans fromi@anadal(Note'6) 2. ee ee 3,949 108,019 
Property and equipment (Notes) ies seer ee 181,751 184,187 16,014 120,692 
EQUITY OF CANADA 
Contributedtcapitali(Note:9)) see eee $8273, 997,733 
Contribution to Canada (Note 9) .......c.cccccceccsceccssseeveseseeees (23,331) 
Retainedearnings: oy. ste ee ST otek devine es 147,204 131,814 
235,477 116,216 
251,491 236,908 251,491 236,908 


Commitments (Note 8) 
On behalf of the Board: 


HECTOR D. PERRY 
Chairman 


RODNEY A. SNOW 
Director 
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VANCOUVER PORT CORPORATION—Continued 


STATEMENT OF INCOME AND RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1987 


(in thousands of dollars) 


Operating revenue, QLOSS .........-.-.cecsecrer esses eeeseeseesensensens 
Less SETViCe COMELACCOES coca sacs: eec cant creer sess rena eens 


Operating revenue, net (Note 1) ee ee 


Operating and administrative expenses..............0.-.-0 
Grants in lieu of municipal taxes ............0.0..--ecceeeeee 
Depreciation sens rere eee sence cr reenact ec 


[ncomic from: Operations tcp cence eee see 
EnvestmentinCOme ccmewr eet come tere e nese 
Interest expense on loans from Canada...................0+ 


Income before unusual item ................:.:ccecseeeteeeeees 
Adjustment of grants in lieu of municipal taxes............. 


INGE 1m CONG sess ere renee cee sencamnes heneree 
Retained earnings at beginning of year... 


Less: cash payment to Canada ...-..........0:-cccecscnsrereeeeseoees 
Retained earnings at end of year ..............-.ceeeeeeee 


1987 


29,200 
17,457 
4,074 
(325) 
3,749 
21,206 


21,206 
131,814 


153,020 
5,816 


147,204 


STATEMENT OF CHANGES IN CASH RESOURCES 
FOR THE YEAR ENDED DECEMBER 31, 1987 


(in thousands of dollars) 


1986 


78,541 
34,541 


44,000 


18,147 
5,097 
6,225 


29,469 
14,531 


19,385 
1,200 


20,585 
111,229 


131,814 


131,814 


ee 
SS 


Cash provided by (used for) 
Operating activities 
INGER COR eee ee ee acer eure ae ee aes 
Items not involving cash 
DG PreCid C1 OM coe ee ee crcs tesa nnnn conaceecersdeeceracnepers srs caarnenaos 
MOET os oe es sates oo ao gas aaa seca tyes Gen eee 
Changes in non-cash components of working capital ... 


Financing activities 
pital rants rena eges rere ences renee cetera een ercarrer ss 
Loans from Canada currently payable.................05 
Contribution to Canada: icc. seencre se oeecessseeraacescee eee 
Cash payment to Canada ............eccccsscetestseenenectsieeseaeres 


Investment activities 
Additions to property and equipment...... ieee ete 
Saleor@anadad Bonds 2.20) 60 ..L ccs. s8 encase sir reais 


ANCREASCMA CASI FESOULCES aera coc cxcc veccensacncensatosnanancesnacegencetens 
Cash resources at beginning of year................:c0:sceeeeeeees 


Cash TESOUTCES'ALCNG OL YORE sac. cecce-aveccexes gars covetaseubers snepeexars 


Cash resources are defined to include cash and investments 


1987 


21,206 


6,352 

111 
(2,441) 

25,228 


(199) 


(5,816) 
(6,015) 
(4,007) 


426 
(3,581) 


15,632 
39,413 


55,045 


1986 


20,585 


6,225 
(1,555) 
2,089 
27,344 


499 
(185) 
(23,331) 


(23,017) 


(13,375) 
10,897 
423 


(2,055) 


2212 
37,141 


39,413 


. Investments 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1987 


1. General 


The Vancouver Port Corporation (the Corporation) was estab- 
lished effective July 1, 1983 as a local port corporation pursuant — 
to the Canada Ports Corporation Act and is a parent Crown cor- 
poration named in Schedule C, Part II of the Financial Adminis- 
tration Act. The Corporation is exempt from income taxes. 

The objectives of the Corporation are to manage and adminis- 
ter the harbour of Vancouver as an effective instrument in support 
of the national ports policy as set out in the Canada Ports Corpo- 
ration Act. 


2. Summary of Significant Accounting Policies 


These financial statements have been prepared by management — 
in accordance with generally accepted accounting principles con- . 
sidered to be appropriate in the circumstances and consistently 
applied. A summary of the significant accounting policies of the 
Corporation is as follows: 


(a) Property and equipment 
Property and equipment are recorded at cost. Depreciation is 
calculated on the straight-line basis, commencing with the 
year the asset becomes operational, at rates based on the — 
estimated useful lives of the assets as follows: 


Dredging 15 to 40 years 
Berthing structures, buildings, roads | 
and surfaces 10 to 40 years — 
Utilities 10 to 33 years 
Machinery and equipment 1 to 20 years 
Office furniture and equipment S years — 
(b) Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by the- 
Government of Canada. Contributions to the Plan are™ 
required from both the employees and the Corporation. | 
Although the Plan is a defined benefit plan, the contributions 
represent the total liability of the Corporation and are recog- - 
nized in the accounts on a current basis. 


j 
} 


(c) Insurance 


The Corporation assumes substantially all risks against fire 
and property damage, as well as for workers’ compensation 
claims. Any costs arising from these risks are recorded in the 
accounts in the period incurred. 
} 


(d) Grants in lieu of municipal taxes 


Grants in lieu of municipal taxes are based on estimated 
municipal assessments adjusted in accordance with the 
Municipal Grants Act. After the amounts have been audited 
by the Municipal Grants Divison of Public Works Canada, 
any adjustments upon finalization are reflected in the 
accounts in the period of settlement. 


— 
o 
~— 


Employee benefits 
The Corporation accrues in its accounts the estimated liabili- 


ties for severance pay and annual leave. These benefits are 
provided under collective agreements and corporate policy. 


Current investments are in Government of Canada treasury 
bills and at December 31, 1987 and 1986 the market value of th 
treasury bills approximated carrying value. 
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VANCOUVER PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1987—Concluded 


4. Long-term receivables 


1987 1986 


(in thousands 
of dollars) 


Non-interest bearing agreement with B.C. Rail, due as 

and when rail trackage is constructed on Roberts Bank 

Causeway or April 1, 1994, whichever is earlier... 3,947 3,947 
Long-term agreement for sale of No. 1 Elevator, bearing 


interest at 65/s% per annum, payable in blended annual 
instalments of $462,916 maturing December 31,1996.. 3,065 3,309 


LESS CHILENUDOLUON ot re ee (260) (244) 
2,805 3,065 


Long-term agreement for sale of No. 3 Elevator, bearing 
interest at 5%% per annum, payable in annual instal- 
ments of $117,720 plus interest maturing August 1, 


LO a eee een RE PLE eCROR tit 824 942 
eS Ss CULLEN POrulOn 2-45 ey ke EL (118) = (118) 

706 824 

ONS er cere cee eR A eal es no eS 61 66 

7,519 7,902 


5. Property and equipment 


1987 1986 
Accu- 
mulated 
deprecia- 
Cost tion Net Net 
(in thousands of dollars) 
NAN Ce etic tO ec 76,403 76,403 76,291 
Dredoinpatncnet 366 178 188 200 
Berthing structures........ 51,416 23,107 28,309 29,314 
Buildings ¢......soe.. =... 43,801 9,909 33,892 34,893 
ITT ETE or ek bind cea 13,334 5,298 8,036 TAT 
Roads and surfaces........ 30,619 15,435 15,184 15,379 
Machinery and equip- 
eh teem see at 26,136 9,048 17,088 17,967 
Office furniture and 
equipment ................. Pehl} 1,536 775 LST, 
Projects under  con- 
SIMUCTION ee tty ees: 1,876 1,876 2259 


246,262 64,511 181,751 184,187 


6. Loans from Canada 


1987 1986 
(in thousands 
of dollars) 
Interest-bearing loan at 7.5% repayable in blended 
annual instalments maturing December 31, 2000.... 4,148 4,333 
Pexs=CuIrenupoliOnneecii.c tk yee Lee (199) (185) 
3,949 4,148 
Non-interest-bearing loan with an indefinite due date 76,494 
Accrued interest not due and payable .............cccoc..., 27,377 


3,949 108,019 


During the year, the non-interest-bearing loan and the related 
accrued interest in the amount of $103,871,000 were forgiven by 
Canada. This amount has been credited to contributed capital 
(see Note 9). 

Principal repayment requirements over the next five years 
amount to $199,000 in 1988, $214,000 in 1989, $230,000 in 1990, 
$248,000 in 1991 and $266,000 in 1992. 


10. 
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. Operating revenue, Net 


The Corporation entered into new Terminal Services contracts 
during 1986 for terminals operated by the Corporation. Under the 
old contracts all revenues generated on these terminals were 
recorded by the Corporation as operating revenue with payments 
for the services of the service contractors recorded as operating 
expense. Under the new contracts revenues now accruing directly 
to the service contractors are not shown as revenue or expense in 
the Corporation’s financial statements. 


. Commitments 


At December 31, 1987 the estimated cost of completing all 
approved capital projects was $40 million of which the Corpora- 
tion had contractual obligations at that date for $14.1 million. 

The Corporation has long-term lease obligations of varying 
durations to 1991 for office accommodation aggregating 
$2,396,000 with annual payments in each of the four years of: 
1988, $741,000; 1989, $662,000; 1990, $662,000: and 1991, 
$331,000. 


. Contributed capital 


Payments made in 1986 to Canada and treated as contribution 
to Canada in the amount of $23,331,000 have been reclassified to 
contributed capital, the balance of which is now made up as fol- 
lows: 


Con- Contribu- 
tributed tion to 
capital Canada 

(in thousands 
of dollars) 


Balance at beginning of year... cece cece, 1,133 (23,331) 
Forgiveness of non-interest-bearing loans and 

related accrued interest (Note 6)..................... 103,871 
Reclassification of contribution to Canada............ (23,331) 23,331 


Balance:at end'of year... eee 88,273 


ooo 
——— 


Related party transactions 


Through common ownership, the Corporation is related to all 
Government of Canada created departments, agencies and Crown 
Corporations. 

In addition to the loans from Canada disclosed in Note 6, the 
Corporation paid $1,594,000 (1986, $1,599,000) to Canada Ports 
Corporation as its share of that corporation’s operating expenses 
and paid $5,815,500 to Canada as a cash payment in the current 
year. The Corporation has been requested to consider making a 
cash payment of 30% of 1987 net income, payable to Canada by 
March 31, 1988. 


a 
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VIA RAIL CANADA INC. 


PUBLIC ACCOUNTS, 1987-88 


MANDATE 


To manage and provide safe, efficient, effective and economic rail passenger service in Canada to meet the needs of 


the travelling public. 


BACKGROUND 


In accordance with contracts with the Minister of Transport, VIA Rail operates inter-city, transcontinental, regional 
and remote passenger train services over CN and CP railway tracks. 


CORPORATION DATA 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 
DEPARTMENT 

YEAR AND MEANS 

OF INCORPORATION 
CHIEF EXECUTIVE 
OPBICER 

CHAIRMAN 


AUDITOR 


2 Place Ville-Marie, 
Montreal, Quebec 
H3B 2G6 


— Schedule III, Part I 
— not an agent of Her Majesty 


The Honourable Benoit Bouchard, P.C., M.P. 

Transport 

1977: under the Canada Business Corporations Act. The Minister of 
Transport acquired all common shares on behalf of the Crown on 


April 1, 1978. 


Denis de Belleval 


Lawrence Hanigan 


Raymond, Chabot, Martin, Paré & Associates 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


At the end of the year 


GER LAASSO CR rte es ere eters 
Obligations to the private sector 
Obligations to Canada 2222 ati act, 
Equity-ot Canadas) 4a 


Cash from Canada in the year 


——= DUdSeLAT Ve sist ees ieee 
—— "On DUC Petaly ccs zcnceraeetereet 


1987 1986 1985 1984 
(restated ) (restated ) 
veteran te REE ae 954 964 899 750 
heer itnh Tene Serine 2 er mere Ten negl. 4 nil nil 
PRE PES rere ec eee ori: nil nil nil nil 
Re ree Mier ee eet eroee 769 743 712 603 
RC ARO 536 506 631 474 
EAN VER ST ORE tr SR YR be nil nil nil nil 
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VIA RAIL CANADA INC. 


RESPONSIBILITY FOR PREPARATION AND INTEGRITY OF 
FINANCIAL STATEMENTS 


The management of VIA is responsible for the preparation and 
integrity of the financial statements contained in the Annual Report. 
These statements have been prepared in accordance with generally 
accepted accounting principles and necessarily include some amounts 
that are based on management’s best estimates and judgement. Man- 
agement considers that the statements present fairly the financial posi- 
tion of VIA and the results of its operations. 


To fulfill its responsibility, VIA maintains systems of internal 


accounting controls, policies and procedures to ensure the reliability of 


financial information and to safeguard assets. The internal control sys- 


tems and financial records are subject to reviews by internal auditors 


and by Raymond, Chabot, Martin, Paré during the examination of the 
financial statements. 


The Audit Committee of the Board of Directors meets periodically 
with the internal and external auditors, and with management to 
approve the scope of audit work and to assess reports on audit work 
performed. The financial statements have been reviewed by the Audit 


Committee and approved by the Board of Directors upon their recom- 


mendation. 


| BALANCE SHEET AS AT DECEMBER 31 


(in thousands of dollars) 
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AUDITORS’ REPORT 


TO THE HONOURABLE 
THE MINISTER OF TRANSPORT 


We have examined the balance sheet of VIA Rail Canada Inc. as at 
December 31, 1987 and the statements of income and deficit and 
changes in financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we con- 
sidered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1987 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, we have examined the transactions that came to our notice 
in the course of the above-mentioned examination of the financial 
statements of VIA Rail Canada Inc. for the year ended December 31, 
1987, to determine whether they were in accordance with Part XII of 
the Financial Administration Act, the regulations, the charter and by- 
laws of the Corporation and any directives given to the Corporation 
pursuant to the Act. Our examination of these transactions was made 
in accordance with generally accepted auditing standards, and accord- 
ingly included such tests and other procedures as we considered neces- 
sary in the circumstances. In our opinion, these transactions were, in 
all significant respects, in compliance with the authorities specified. 


Raymond, Chabot, Martin, Paré 
Chartered Accountants 
Montréal, Canada 
January 28, 1988 


1987 1986 
Current assets 
Accounts receivable .................... ee eres ee ee 9,408 8,435 
AAGVANCE ON CONLTACTSUNOLG 2st. eae ese 4,538 5,024 
Receivable from the Government of Canada .................... 180,422 213,467 
Materials and supplies........... sprgibchbet ae Mee berate inal POS el os 


218,307 244,844 
| Long-term assets 


2,001 2,001 
733,613 717,058 


Investment(Note 3) iw.. ABe NaS. eS 
Propertiesi(NOtes4) Site oe tees cae, Nee ee 


735,614 719,059 


953,921 963,903 


1987 1986 
Current liabilities 
Bankradvarices: (96 Sh Akal Oe. Ries re eae oe 54 3,786 
Accounts payable and accrued liabilities ......00000.0.00.0... 162,601 201,573 
Provincial income taxes payable ..............0.::cceeeeeeeeee 2,066 1,088 
Deferredirevenueé.....5.ceye Wee ots tern ret rego tor 4,300 6,314 
169,021 212,761 
Long-term liabilities 
Deferrediinvestment taxcredits.2:.-.ccccrsr-e nese eee os 16,248 7,882 
16,248 7,882 
SHAREHOLDER’S EQUITY 
Share capitaln(N ote 5) ess. sheer one ee ee 9,300 9,300 
CSOMUGLOULECISUT DI Sect pp eer etre ere eee eee teers 764,158 744,787 
| DSN he es a on ho a te le pce Dh tte ine nd . (4,806) (10,827) 
768,652 743,260 
953,921 963,903 


EEE 


See accompanying notes to financial statements. 
Signed on behalf of the Board: 


GARY T. BRAZZELL 
Director and Chairman of the Audit Committee 


LAWRENCE HANIGAN 
Director and Chairman of the Board 
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STATEMENT OF INCOME AND DEFICIT 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


1987 1986 
Revenue 
Passenger. tech tpte tees. seele Bs each Sheree’ 195,248 204,055 
Contract (Noteslia) i renserce ee ae ee eee ea 452,300 461,880 
Asset replacement funding (Note 1a) .......00.ceee 64,767 
Othensh Sel VEG! Sea ei EP eas tee. 2,354 4,640 
714,669 670,575 
Expenses 
Operations andimaintenance cence eee re 403,167 379,456 
Customer-andsupport services. svic.ct.con nts 184,548 191,062 
Géneral and:administrativesa 2c .nintece ees 54,698 59,177 
Depreciation and amortization ...0........c cece Sh is 58,935 
696,126 688,630 
Income (loss) before income taXxe..............0.0.0c0cee 18,543 (18,055) 
Income taxes (recovery) (Note 6) ......cccccceererecee 12,522, (5,323) 
Nettincomer(losiRerts. a. Sais Del Ooe wee 6,021 (12,732) 
Retained earnings (deficit) 
Balance at beginning oMyear:. cen te ee (10,827) 1,905 
Balance at end ol yealmemnrn wate eter ener ene (4,806) (10,827) 


See accompanying notes to financial statements. 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1987 


1. Accounting policies 


These financial statements have been prepared by management 
in accordance with generally accepted accounting principles. The 
significant policies are summarized as follows: 


(a) Government funding: 


The Corporation receives funds from the Government of 
Canada in the form of contract revenues and as financing for 
its capital expenditures. 


Contract revenues pertain to services, activities and other 
undertakings provided by the Corporation for the manage- 
ment and operation of railway passenger services in Canada. 


The funding for capital expenditures is provided under the 
Financial Administration Act in accordance with terms and 
conditions approved by Treasury Board. 


These funds are accounted for as follows: 

(1) Contract revenues are recorded in the Statement of 
Income on a realized and estimated basis with any 
changes in estimates being accounted for in the year of 
change. 

(ii) The portion of funding for capital expenditures which 
relates to the replacement of capital properties is 
included in the Statement of Income and the balance of 
these funds is recorded as contributed surplus. 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


1987 1986 
Cash provided by (used in) operating activities 
Net-income;(loss) ies. carte coe re pe re eae. 6,021 (12,732) 
Non-cash charges to income 
Depreciation and amortization ...........0..0.0ccccee 57,502 59,223 
Losses on write-off and retirement .........0...00..0..00. 7,265 DIT 
Amortization of investment tax credits ...........0.0..... (3,789) (288) 


66,999 48,980 


Changes in working capital items 


Accounts: receivable.cc55-4 <1 ee eee (973) 2,294 
Receivable from the Government of Canada ......... 43,455 (59,637) 
Materials andres ppiiesrmeren tern. enete ranean (6,021) (7,832) 
Accounts payable and accrued liabilities ................ (3,840) 19,806 
Provincial income taxes payable ................cccc 978 (639) 
Deferredirevenuee tee seer 2a = eee (2,014) 947 
31,585 (45,061) 
Cashiflow from operations ees. eee 98,584 S919 
Cash provided by (used in) financing activities 
Capital funding from the Government of Canada ..... 19,371 44,200 
Receivable from the Government of Canada ............. (10,410) 19,341 
Deferrediinvestmentitax.credits,. ne L2SESS (4,684) 
21,116 58,857 
Cash provided by (used in) investment activities 
INVeEStMeN Censor eee eee ee ncn ae (2,001) 
PrOpenticstincicc eer een serie re ct eee (81,322) (92,577) 
Changes in working capital items 
AGVanCeronicontha Cts eae ee ee nee eee 486 (207) 
Accounts payable and accrued liabilities ................ (35,132) 24,327 
(115,968) (70,458) 
Increase (decrease) in cash during the year.................... Bie. (7,682) 
Cash (bank advances) 
Balanicear beginning Of yeanins nny ee eee (3,786) 3,896 


Balance at end of year 


(54) (3,786) 


See accompanying notes to financial statements. 


(b) 


Prior to 1987, funding for replacement of capital properties 

was provided as a form of contract revenue and accounted for 

under this caption in the Statement of Income. Apart from | 
this distinction as to form, the basis of accounting for govern- — 
ment funding applied in 1987 does not give rise to any differ- 
ences in the result or financial position of the Corporation as 
compared to prior years. | 


Charges under railway operating agreements: 


The Corporation has operating agreements with Canadian 
National Railway Company and Canadian Pacific Limited 
for the use of tracks, facilities, train personnel, rolling stock 
servicing and refurbishing. 


Charges under the operating agreements are recorded on an 
incurred and estimated basis. The charges are subject to 
adjustment by the Canadian Transport Commission follow- 
ing a review of the actual costs incurred each year by the par- 
ties concerned. Adjustments arising from this review are 
included in the Statement of Income in the year in which the 
resolution occurs. 


Costs incurred under the railway operating agreements 
amounted to $189,384,000 (1986: $235,986,000). 
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VIA RAIL CANADA INC.—Continued 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1987—Continued 


3. Investment 


(c) Materials and supplies: 


The inventory is valued at weighted average cost for on- 
board stock, latest invoice price for fuel and new materials in 
stores, and at estimated utility or sales value for usable 
second-hand, obsolete and scrap materials. 


(d) Properties: 
Properties, including those acquired under capital leases, are 
recorded at cost. The costs of refurbishing and rebuilding of 
rolling stock for the first time are capitalized. These costs are 
incurred to improve and extend the useful life of the assets 
concerned. The costs of refurbishing and rebuilding of rolling 


stock, for a second time, except for major renewals, are 
charged to operations. 


(e) Depreciation and amortization: 


Depreciation and amortization is calculated on a straight-line 
basis at rates sufficient to write off the cost of properties over 
their estimated useful lives. The estimated useful lives for sig- 
nificant classes of assets are as follows: 


Rolling stock 8 to 30 years 
Stations and facilities 20 years 
Maintenance buildings 25 years 


Machinery and equipment 

Office furniture and equipment 

Leasehold and infrastructure improvements 
Other capital properties 


5 to 15 years 
3 to 20 years 
10 to 38 years 
3 to 10 years 


No depreciation or amortization is provided for projects in 
progress. 


(f) Leases: 


Assets recorded under capital leases are amortized on a 
straight-line basis over the terms of the leases. 


All other leases are accounted for as operating leases and the 
rental costs are accounted for as incurred. 


(g) Deferred investment tax credits: 


In accordance with the cost reduction approach, investment 
tax credits are deferred and amortized to income over the 
estimated useful lives of the related assets. 


(h) Pensions: 


The cost of providing pension benefits is determined by 
actuarial valuations, which allocate to each year of service 
the applicable portion of total estimated benefits, based on 
projections of employees’ compensation levels to the time of 
their retirement. 


Pension expense includes both the cost of benefits attribut- 
able to services rendered during the current year and the 
amortization of unfunded liabilities pertaining to 
accumulated past service benefits. This amortization is cal- 
culated over expected average remaining service lives of the 
Corporation’s active employee groups. 


The foregoing policy complies with new recommendations of 
the Canadian Institute of Chartered Accountants, applicable 
prospectively from January 1, 1987. In 1986 and prior years, 
the cost of providing pension benefits was considered to be 
equivalent to their funding determined with regard for rates 
recommended by the Actuary and approved by the Superin- 
tendent of Insurance. The change in basis of accounting has 
not had any material effect on the result of the year or the 
financial position of the Corporation as at December 31, 
1987. 


2. Advance on contracts 


Advance on contracts represent payments made for the pur- 
chase of maintenance materials. 


The Corporation owns common shares in Railroad Association 
Insurance, Ltd. (R.A.I.L.) representing a 4% interest therein. The 
investment is accounted for on the cost basis. 


. Properties 
1987 1986 
(in thousands of 
dollars) 
MeANGR eee uns Sorte betes ae eee hain ete are 2,805 2,806 
Rollin Sistockse tet tg tee he eer yee ee al eee 542,332 $17,851 
Stationsiandifachlitics:saatsetet tee an se. 12,583 12,526 
MaimtenanceiDuitdinips ey ee teen 164,512 90,029 
Machinery and’ equipment 00.u...0 eee 12,185 6,818 
Office furniture and equipment ................ccccceee 23,092 21,417 
Leasehold and infrastructure improvements ......... 138,263 123,420 
Othercapitalipropentics ee ene 50,223 46,136 
945,995 821,003 
Accumulated depreciation and amortization......... (253,424) (205,664) 
692,571 615,339 
Projects inspropress = 4".4..24-60. Faken Le 41,042 101,719 


733,613 717,058 


At December 31, 1987 the gross value of assets under capital 
leases included above was $7,239,000 (1986: $7,235,000) and 
related accumulated amortization thereon amounted to 
$1,194,000 (1986: $271,000). 


. Share capital 


1987 1986 
(in thousands 
of dollars) 
Authorized 
An unlimited number of common shares of no par 
value 
Issued and fully paid 


OSOO0 COMMONS ALCS eee enn teat eteeen cee ene 9,300 9,300 


. Income taxes 


The effective tax rate in the Statement of Income varies from 
the combined Federal and Provincial tax rate mainly as a result of 
differences between capital cost allowances and depreciation and 
amortization expense. No benefits have been recognized in respect 
of these differences because of uncertainty as to their realization 
in future accounting periods. 


7. Lease obligations and commitments 


(a) The future minimum rental payments relating to operating 
leases are as follows: 


(in 
thousands 
of 
dollars) 


13,874 
12,367 
12.151 
; . Pars 
99 Dee cert casei a oe pe ee eerie cee eres 12,881 
SUDSeqUEN ty Cals cee ereres Srna eA eres 250,143 

314,131 


342 


VIA RAIL CANADA INC.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1987—Concluded 


8. 


A significant portion of the leases are for real estate or rental 
of computer equipment and services. 


(b 


vr" 


No obligations under capital leases exist as lease payments 
applicable to the initial terms have been paid in lump sums at 
the inception of the leases. 


(c) As at December 31, 1987 the Corporation has outstanding 
commitments mainly relating to the acquisition and upgrad- 
ing of property and equipment amounting to approximately 
$77,253,000. 


Pension plans 


(a) The Corporation has retirement benefit plans covering all of 
its permanent employees, including those transferred from 
Canadian National Railway Company during the year (Note 
9). Under the plans, employees are entitled to benefits at 
retirement age, based on compensation and length of service. 


Actuarial valuations of the pension plans were carried out as 
at December 31, 1986, to enable application of the basis of 
accounting described in Note 1(h). Based on these valuations 
and actuarial projections made for 1987, the accumulated 
plan benefits as at December 31, 1987, excluding any such 
benefits pertaining to the foregoing employees transferred to 
the Corporation during the current year, were $339,000,000. 
The net assets available to provide for these benefits at mar- 
ket related values as at that date amounted to $336,000,000. 


(b) It was agreed that the employees transferred from Canadian 
National Railway Company during the year would be fully 
protected to the extent of their benefits accrued under the 
pension plan of their former employer. Negotiations are 
pending concerning the amount of funds to be transferred to 
cover accumulated benefits up to the dates of transfer. 


. Related party transactions 


VIA Rail Canada Inc. is a Crown Corporation with all of its 
issued shares owned by the Government of Canada. 


In the normal course of business, the Corporation contracts 
with other Crown Corporations for services which in 1987 
amounted to $155,492,000 (1986—$198,927,000). Accounts pay- 
able and accrued liabilities as at December 31, 1987 included 
$15,572,000 (1986—$46,102,000) pertaining to these services. 


During the past three years, a substantial portion of rolling 
stock operation and maintenance, train crewing and station activi- 
ties, previously conducted under the operating agreement with 
Canadian National Railway Company referred to in Note 1(b), 
have been progressively transferred under the Corporation’s direct 
control. Pursuant to these arrangements certain inventories and 
properties were acquired during the year for a total consideration 
of $376,000 (1986—$4,961,000). The Corporation also acquired 
the services of approximately 1,000 (1986—282) former 
employees of Canadian National Railway Company and entered 
into certain operating leases for the rental of real estate on which 
maintenance buildings and facilities are located. 
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PART II 


CROWN CORPORATIONS AND OTHER 
CORPORATE INTERESTS 
OF CANADA 
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1. INTRODUCTION TO PART II 


This Part responds to the provision in the Financial Administration Act, paragraph 151(3)(a) that the Report of 
the President “shall include a list naming, as of a specified date, all Crown corporations and all corporations of which 
any shares are held by, on behalf of or in trust for the Crown or any Crown corporation.” 


The information represents the status of Crown corporations and other corporate interests of Canada as at July 31, 
1988, unless otherwise noted. 


The individual lists are: 

Parent Crown Corporations and their subsidiaries and associates. These are grouped as: 

— subsidiaries held at 100%, if wholly-owned, 

— subsidiaries held at 50-99%, if 50% or more of the equity is held by a Crown corporation; or, 


— Associates held at less than 50% if less than 50% is held. (Generally, subsidiaries of subsidiaries are listed 
only to a second ownership level below the 100% owned category); 


Joint Enterprises are corporate entities in which Canada, through a Minister, owns shares, the rest being owned 
by another level of government, e.g., provincial or municipal; 


Mixed Enterprises are corporate entities in which Canada, through a Minister, owns shares, the rest being 
owned by private sector parties; 


Other Entities are corporate entities in which Canada holds no shares but, directly or through a Crown 
corporation, has a right pursuant to statute, articles of incorporation, letters patent or by-law, to appoint or 
nominate one or more members of the board of directors or similar governing body. 


International Organizations are corporate entities created pursuant to international agreements by which 
Canada has a right to appoint or elect members to a governing body. 


A statistical summary of the number of entities in each of the lists is presented on the next page. 


The reader should note that the descriptions of corporate mandates appearing in this Part are intended to convey 
the essence of those mandates. They are not legal descriptions. Similarly, the description of the government’s 
objective in making investments in these corporations is meant only as a summarization. For further information, the 
reader is referred to the special Acts, articles of incorporation, or annual reports of the corporations. The federal 
ownership percentage data displayed are based on the number of voting shares. 
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2. STATISTICAL SUMMARY 


As at July 31, 1988 


Crown Corporations 


e Parent Crown corporations including eight 
corporations which are exempted from Part X 


of the FAA 2 
e Wholly-owned subsidiaries 1s) 
TOTAL i 


Crown Corporations’ Investments (direct and indirect) 


e Subsidiaries held at 50% or more but less than 100% 33 
e Associates held at less than 50% 141 
TOTAL 174 


Joint and Mixed Enterprises 


Als 4** 


Other Entities 


— Entities without share capital a4 


International Organizations 


— Entities created pursuant to international agreement 13 


* Includes: 

— in process of dissolution 
Canadian National (West Indies) Steamships Ltd. 
Excludes: 
Teleglobe Canada — assets sold April 3, 1987 

** Includes: 


— 13 corporations in which the Superintendent of Bankruptcy has received 
shares in lieu of a cash levy. 
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3. THE LISTINGS 


3.1. PARENT CROWN CORPORATIONS, WHOLLY-OWNED SUBSIDIARIES, OTHER SUBSIDIARIES 
AND ASSOCIATES 


Notes: 


1. For corporations scheduled in the Financial Administration Act (FAA), the relevant schedule is shown in 
parentheses immediately following the corporation’s name. 


2. Under the FAA, a subsidiary is a Crown corporation if it is wholly-owned directly or indirectly by one or more 
parent Crown corporations. 


1. Air Canada (III-II) 


Subsidiaries held at 100% 

Air BC Limited 

enRoute Card Inc. 

enRoute Card International Inc. 
enRoute Card USA Inc. 
enRoute Network Inc. 
enRoute Card Europe B.V. 

Airtransit Canada 

Touram Inc. 
Touram Group Service Inc. 

Gelco Express Ltd. 
Gelco Same Day Ltd. 

157710 Canada Inc. 


Subsidiaries held at 50-99% 
Matac Cargo Ltd. (50%) 
The Gemini Group Automated Distribution Systems Inc. (50%) 
152160 Canada Inc. (75%) 
Air Ontario Inc. 
Air Alliance Inc. 
Northwest Territorial Airways Ltd. (90%) 
Express Messenger Systems Incorporated (65%) 
Northern Express Messenger Systems Ltd. (65%) 


Associates held at less than 50% 

Aeronautical Radio, Inc. (nominal) 
Aerospace Realties (1986) Ltd. (30.3%) 
Air Cargo Facilities Inc. (nominal) 
Air Nova Inc. (49%) 
Airlines Clearing House Inc. (nominal) 
Airlines Reporting Corporation (nominal) 
Airline Tariff Publishing Co. (nominal) 
Global Travel Computer Holdings Ltd. (34.78%) 
GPA Group Ltd. (22.74%) 

Air Maple Limited 

Air Tara Limited 

Aviation Consultants Limited 

Avitas Inc. (25%) 

Elasis B.V. 

Extra Executive Transport GmbH (49%) 

GPA Airbus 320 Limited (50%) 

GPA Corporation 
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GPA Europe Limited 

GPA Finance Limited 

GPA Jetprop Inc. 

GPA Fokker 100 Limited (50%) 

GPA Fokker 100 (NA) N.V. (50%) 

GPA Jetprop Limited (50%) 

GPA Leasing (NA) N.V. 

GPA Midland Limited (51%) 

GPA Netherlands B.V. 

Guinness Peat Aviation Asia Limited 

Guinness Peat Aviation (Belgium) N.V. 

Panco Corporation 

Transportation Analysis International Limited 

Irish Aerospace Limited (S0%) 

TAI Incorporated 

TransTiger Corporation 
Innotech Aviation Industries (1986) Ltd. (30.3%) 

Innotech Aviation Enterprises Ltd. (66.9%) 
International Aeradio (Caribbean) Limited (nominal) 
Société internationale de télecommunications aéronautiques (nominal) 
Laxfuel Corporation (nominal) 
Lax Two Corp. (nominal) 


2. Atlantic Pilotage Authority (III-1I) 

3. Atomic Energy of Canada Limited (III-I) 

4. Bank of Canada (Exempted) 

5. Canada Council (Exempted) 

6. Canada Deposit Insurance Corporation (III-I) 


7. Canada Development Investment Corporation (III-IT) 


Subsidiaries held at 100% 
Cartierville Financial Corporation 
Eldorado Nuclear Limited 
Eldorado NPI Limited 
Eldorado Aviation Limited 
Eldorado Resources Limited 
119371 Canada Limited 
Eldor Resources Limited 
Key Lake Mining Corp. (16.6%) 


Associates held at less than 50% 
Varity Corporation (2.7%) 
8. Canada Harbour Place Corporation (III-I) 
9. Canada Lands Company Limited (III-I) 
Subsidiaries held at 100% 
Canada Lands Company (Mirabel) Limited 
Canada Lands Company (Le Vieux-Port de Montréal) Limited 
Canada Lands Company (Vieux-Port de Québec) Inc. 
10. Canada Mortgage and Housing Corporation (III-I) 


11. Canada Museums Construction Corporation Inc. (III-I) 
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B12. 


Canada Ports Corporation (III-II) 


Subsidiary held at 50-99% 
Ridley Terminals Inc. (90%) 


. Canada Post Corporation (III-I) 


Associates held at less than 50% 
EMS International Ltd. (9%) 


. Canadian Broadcasting Corporation (Exempted) 


Associates held at less than 50% 
Cable North Microwave Limited (1 share) 
Master FM Limited (20%) 


. Canadian Commercial Corporation (III-I) 

. Canadian Dairy Commission (III-I) 

. Canadian Film Development Corporation (Exempted) 

. Canadian Institute for International Peace and Security (Exempted) 
. Canadian Livestock Feed Board (III-I) 


. Canadian National Railway Company (III-II) 


Subsidiaries held at 100% 
Autoport Limited 
The Canada and Gulf Terminal Railway Company 
Canadian National Express Company 
The Canadian National Railways Securities Trust 
Canadian National Steamship Company, Limited 
Canadian National Telegraph Company 
The Great North Western Telegraph Company of Canada (94.54%) 
Canadian National Transfer Company Limited 
Canadian National Transportation, Limited 
Chapman Transport Limited 
Empire Freightways Limited 
Royal Transportation Limited 
Canat Limited 
CN (France) S.A. 
CNM Inc. 
Halifax Industries (Holdings) Limited (33.3%) 
Lakespan Marine Inc. (50%) 
Seabase Limited (15%) 
CN Tower Limited 
CN Transactions Inc. 
Canac International Inc. 
Canac International Ltd. 
Canaprev Inc. (50%) 
Canaven Limited 
CN Exploration Inc. 
East Yard Development Ltd. (50%) 
The Toronto Terminals Railway Company (50%) 
EID Electronic Identification Systems Ltd. 
Grand Trunk Corporation 
Central Vermont Railway, Inc. 
Domestic Four Leasing Corporation 
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Domestic Two Leasing Corporation 
Relco Financial Corp. 
Duluth, Winnipeg and Pacific Railway Company 
Grand Trunk Land Development Corporation 
Grand Trunk Radio Communications, Inc. 
Grand Trunk Western Railroad Company 
The Belt Railway Company of Chicago (8.33%) 
Chicago and Western Indiana Railroad Company (20%) 
Domestic Three Leasing Corporation 
Trailer Train Company (2.7%) 
The Minnesota and Manitoba Railroad Company 
The Minnesota and Ontario Bridge Company 
Mount Royal Tunnel and Terminal Company, Limited 
Northwestel Inc. 
Terra Nova Telecommunications Inc. 


Subsidiaries held at 50-99% 
The Canada Southern Railway Company (50%) 
The Canadian Northern Quebec Railway Company (59.7%) 
Detroit River Tunnel Company (50%) 
The Northern Consolidated Holding Company Limited (71.9%) 
The Public Markets, Limited (50%) 
The Quebec and Lake St. John Railway Company (89.1%) 
Shawinigan Terminal Railway Company (50%) 


Associates held at less than 50% 
Compagnie de gestion de Matane Inc. (49%) 
Computer Sciences Canada, Ltd. (7.87%) 
Dome Consortium Investments Inc. (10.52%) 
Eurocanadian Shipholdings Limited (18%) 
Fort Point Holdings Ltd. (25%) 
Halterm Limited (33.33%) 
Railroad Association Insurance, Ltd. (7.4%) 
Telesat Canada (3.75%) 


21. Canadian National (West Indies) Steamships, Ltd. (III-I)* 
22. Canadian Patents and Development Limited (III-I) 

23. Canadian Saltfish Corporation (III-I) 

24. Canadian Wheat Board (Exempted) 


25. Cape Breton Development Corporation (III-I) 


Subsidiaries held at 100% 
Cape Breton Carbofuels Limited 
Cape Breton Marine Farming Limited (Inactive) 
Darr (Cape Breton) Limited 
Dundee Estates Limited 


Subsidiaries held at 50-99% 
Whale Cove Summer Village Limited (62.5%) 


* In process of dissolution 
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26. 
27. 
B28. 
29. 
30. 
Ab 
32. 


a3: 


Associates held at less than 50% 
Bay Lumber Limited (7%) 
Haak Conveyor & Manufacturing Limited (42%) 
Newco Mining Limited (10%) (Inactive) 
4 M Panga Hotel Co. Limited (45%) 


Defence Construction (1951) Limited (III-I) 
Export Development Corporation (III-I) 
Farm Credit Corporation (III-I) 
Federal Business Development Bank (III-1) 
Freshwater Fish Marketing Corporation (III-I) 
Great Lakes Pilotage Authority, Ltd. (III-I) 
Halifax Port Corporation (III-II) 
Harbourfront Corporation (III-I) 

Subsidiaries held at 100% 


Peter Street Basin Properties Inc. 
630370 Ontario Ltd. 

Subsidiaries held at 50-99% 
Harbourpoint Developments (Harbourfront) Limited 
Art Gallery at Harbourfront (membership interest) 
School-By-the- Water (membership interest) 


. International Centre for Ocean Development (III-I) 
. International Development Research Centre (Exempted) 
. Laurentian Pilotage Authority (III-1) 


. Marine Atlantic Inc. (III-I) 


Subsidiaries held at 100% 
Coastal Transport Ltd. 
Newfoundland Dockyard Company 


. Mingan Associates Ltd. (III-I) (Inactive) 

. Montreal Port Corporation (III-II) 

. National Arts Centre Corporation (Exempted) 
. National Capital Commission (III-I) 

. Pacific Pilotage Authority (III-I) 


. Petro-Canada (III-II) 


Subsidiaries held at 100% 
Amauligak Exploration Inc. 
Bent Horn Development Inc. 
Canertech Inc.* 


‘ In process of dissolution 
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Petro-Canada Consulting Corporation 
Petro-Canada Enterprises Inc.* 
Petro-Canada Espanola, S.A. 
Petro-Canada International Assistance Corporation (acting parent Crown corporation) 
Petro-Canada Inc. 
Arctic Pilot Project Inc. 
Asher American, Inc. 
Blakeney and Son (1979) Ltd. 
BP Marketing Canada Limited 
Canadian Petroleum Studies Inc. 
Fifth Pacific Stations Ltd. 
GMI Co. (Bahamas) Limited 
Independent Fuels & Lumber Ltd.* 
Morrow Fuel Oil Sales Ltd. 
Northwest Terminals Ltd. 
Opal Oils Limited 
Commodore Oil Limited 
First Pacific Stations Ltd. 
Second Pacific Stations Ltd. 
Third Pacific Stations Ltd. 
Fourth Pacific Stations Ltd. 
Pacific Petroleums Ltd.* 
Pacific Pipelines, Inc. 
Petro-Canada (Argentina) Inc. 
Petro-Canada Hydrocarbons Inc. 
Petro-Canada (Indonesia) Inc. 
Petro-Canada (Malaysia) Inc. 
Petro-Canada (Barito) Inc. 
Petro-Canada Chemicals Inc. 
Petro-Canada Oil & Gas Inc. 
Petro-Canada Petroleum Marketing Inc. 
Petro-Canada (Pakistan) Inc. 
Petro-Canada (South America) Inc. 
Petro-Canada (Thailand) Inc. 
Petro-Canada Petroleum Inc.* 
Petro-Canada Youth Inc. 
Depanneurs Le Frigo Ltée. 
Ducharme et Carbone (1981) Inc. 
Chatelaine Restaurants Limited 
St. Laurent Petroleum Inc. 
Petro-Canada (U.K.) Limited 
Petro-Canada (Vietnam) Inc. 
Petroleum Transmission Company 
Prairie Leaseholds Ltd. 
Rocair Limited 
Servico Limited 
Wayfare Restaurants Limited 
XYCHEM Inc. 
103912 Canada Inc. 
106616 Canada Inc. 
106621 Canada Inc. 
146923 Canada Ltd. 
146924 Canada Ltd. 
158226 Canada Inc. 


* In process of dissolution 
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Subsidiaries held at 50-99% 
Canstar Oil Sands Ltd. (50%) 
Les Huiles Du Royaume Inc. (50%) 
Marchand Petroleum (Canada) Inc. (50%) 
Panarctic Oils Ltd. (52.73%) 
Petro-Canada Centre Inc. (50%) 

Petro-Canada Centre Finance Inc. 

Sedpex Inc. (50%) 
288564 Alberta Ltd. (50%) 


Associates held at less than 50% 
Alberta Products Pipeline Ltd. (35%) 
Downhole Systems Technology Canada Inc. (18.3%) 
Fundy Energy Inc. (49%) 
Harvey’s Oil Limited (49.9%) 
Internationale de Services Industriels et Scientifique, S.A. (27%) 
Les Huiles Desroches Inc. (45%) 
Les Huiles La Montagne Inc. (49%) 
Les Petroles Sherbrooke Inc. (49%) 
McAsphalte Inc. (49%) 
Marc Dufresne (1978) Inc. (49.99%) 
Montreal Pipeline Limited (20%) 
Northward Development Ltd. (17%) 
Peace Pipeline Ltd. (10.89%) 
Perry Fuels Inc. (49%) 
Petrogas Processing Ltd. (11.4%) 
Petrole Sud-Ouest Inc. (49.9%) 
Petroles de la Maurice (Canada) Inc. (49.99%) 
Petroles M. Miron Inc. (49.9%) 
Petroles St. Jean Sur Richelieu Inc. (49%) 
Redwater Water Disposal Co. Ltd. (21%) 
Roma Fuels Limited (49%) 
Sulconam Inc. (7.6%) 
Superline Fuels Ltd. (49.99%) 
Sydco Fuels Inc. (49.99%) 
Syncrude Canada Ltd. (17%) 
Thermo Page Inc. (49%) 
Touchcom Inc. (45%) 
Town & Country Fuels (1980) Inc. (49%) 
TransNorthern Pipeline Ltd. (33.3%) 
Westcoast Energy Inc. (34%) 
Westcoast Transmission Company (Alberta) Ltd. 
Westcoast Transmission Holdings Ltd. 
Vancal Properties Ltd. 
W.T. Investments Inc. 
Westcoast Diversified Industries Ltd. 
Westcoast Transmission Company, Inc. 
Westcoast Energy Marketing Ltd. 
Westcoast Petroleum Ltd. 
Westcoast Resources Inc. 
Dover Petroleum Inc. 
Texas Pacific Oil Canada Ltd. 
Canadian Roxy Petroleum Ltd. (77.8%) 
Island & Coastal Natural Gas Co. Ltd. 
Inter B.C. Gas Transmission Ltd. 
Saratoga Processing Company Limited (25%) 
Pacific Northern Gas Ltd. (44%) 
PNG Marketing Ltd. 
Foothills Pipe Lines Ltd. (30%) 
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44. 


45. 


46. 


47. 


48. 


49. 


50. 


ae 
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Foothills Pipe Lines (North B.C.) Ltd. (49%) 
Foothills Pipe Lines (Yukon) Ltd. (50%) 
Foothills Pipe Lines (North B.C.) Ltd. (51%) 
Foothills Pipe Lines (South Yukon) Ltd. 
Foothills Pipe Lines (North Yukon) Ltd. 
Foothills Pipe Lines (South B.C.) Ltd. (51%) 
Foothills Pipe Lines (Alta.) Ltd. (51%) 
Foothills Pipe Lines (Sask.) Ltd. (51%) 
Foothills Engineering Ltd. 
113989 Canada Limited (49.9%) 
128963 Canada Inc. (49%) 
139741 Canada Ltée. (49%) 


Subsidiaries held at less than 5% (other interests) 
Carnduff Gas Limited 
Cheyenne Petroleum Corp. (NPL) 
Cynthia Gas Gathering Company Limited 
House of Brougham Limited 
Kanata Hotels International Inc. 
Manhattan Continental Dev. Corp. 
Northwood Pulp and Timber Limited 
Oil Spill Response Limited 
Pacific Energy Resources Ltd. 
Pacific Northern Gas Ltd. 
Polar Gas Engineering Services Ltd. 
Riley’s Data Share International Ltd. 
Rimbey Pipe Line Co. Ltd. 
Sultran Ltd. 
Toronto Credits Limited 
Trans Canada Resources Ltd. 
Wardean Drilling Co. Limited 
204383 Enterprises Inc. 
346877 Ontario Ltd. 


Port of Quebec Corporation (III-II) 

Prince Rupert Port Corporation (III-II) 

Royal Canadian Mint (III-IT) 

Saint John Port Corporation (III-II) 

St. John’s Port Corporation (III-II) 

The St. Lawrence Seaway Authority (III-I) 

Subsidiaries held at 100% 

The Jacques Cartier and Champlain Bridges Incorporated 
The Seaway International Bridge Corporation, Ltd. 

Standards Council of Canada (III-I) 


Vancouver Port Corporation (III-II) 


VIA Rail Canada Inc. (III-I) 


Associates held at less than 50% 
Railroad Association Insurance, Ltd. (4%) 
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3.2 JOINT AND MIXED ENTERPRISES 


These are enterprises with share capital which is owned partly by Canada, the rest being owned by other 
governments and/or other organizations to further common objectives. (Note: Subsidiaries and associates are not 
listed.) 


iB 


pp 


3. 


aly 


Canarctic Shipping Company Limited 

Cooperative Energy Corporation 

Lower Churchill Development Corporation Limited 

Mohawk St. Régis Lacrosse Ltd. (inactive) 

National Sea Products Ltd. 

Newfoundland and Labrador Development Corporation Limited 
North Portage Development Corporation 

NPM Nuclear Project Managers Canada Inc. 


Société Inter-Port de Québec 


. Telesat Canada 


125459 Canada Ltd. 


Under terms of the Bankruptcy Act, the Superintendent of Bankruptcy has received shares in the following 
corporations: 


. Blake Resources 

. Braeswood Explorations Limited 

. Captain Scotts Fish & Chips (1978) Ltd. 
. Equity Capital Investments Ltd. 

. Geoform Deisgns Inc. 

. Haveiock Energy & Resources Inc. 

. House of Brougham Ltd. 

. International Hydrodynamics Co. Ltd. 
. Mission River Petroleum Ltd. 

. Mount Nansen Mines Ltd. 

. Prestige Poultry Products Ltd. 

. Romfield Building Corporation Ltd. 


. Totran Services Ltd. 
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3.3 OTHER ENTITIES 


These are corporate entities without share capital for which the Government of Canada has a right to appoint 
members to the boards of directors or similar governing bodies. 


(Harbour Commissions are grouped at the foot of this list) 
1. Agricultural Products Board 

2. Asia-Pacific Foundation of Canada 

3. The Army Benevolent Fund 

4. Association for the Export of Canadian Books 

5. The Blue Water Bridge Authority 

6. Board of Trustees of the Queen Elizabeth II Canadian Fund to Aid in Research on the Diseases of Children 
7. Buffalo and Fort Erie Public Bridge Authority 

8. Calgary Olympic Development Association 

9. Canadian Fitness and Lifestyle Research Institute Inc. 
10. Canadian Livestock Records Corporation 

11. Canada Grains Council 

12. Canadian International Grains Institute 

13. Coaching Association of Canada 

14. Forest Engineering Research Institute of Canada 

15. FORINTEK Canada Corp. 

16. Hockey Canada Inc. 

17. International Fisheries Commission Pension Society 
18. Last Post Fund 

19. Maritime Forestry Complex Corp. 

20. Medical Council of Canada 

21. The Nature Trust of British Columbia 

22. National Sport and Recreation Centre, Inc. 

23. Northern Native Fishing Corporation 

24. NWT Co-operative Business Development Fund 

25. Oo-Za-We-Kwun Centre Inc. (inactive) 

26. PARTICIPaction 


27. POS Pilot Plant Corporation 


PUBLIC ACCOUNTS, 1987-88 357 
28. Pulp and Paper Research Institute of Canada 
29. Roosevelt Campobello International Park Commission 
30. Saint John Harbour Bridge Authority 
31. Terry Fox Humanitarian Award Inc. 
32. Trustees of the Olympic Endowment Fund 
33. The Vanier Institute of the Family 
34. Western Grains Research Foundation 


35. XV Winter Games Organizing Committee (OCO’88) 


Harbour Commissions 

36. Fraser River Harbour Commission 

37. The Hamilton Harbour Commissioners 
38. Thunder Bay Harbour Commission 
39. Nanaimo Harbour Commission 
| 40. North Fraser Harbour Commission 
41. Oshawa Harbour Commission 

42. Port Alberni Harbour Commission 

43. The Toronto Harbour Commissioners 


44. Windsor Harbour Commission 


(3.4 INTERNATIONAL ORGANIZATIONS 


Corporate entities created pursuant to international agreements where Canada has a right to appoint or elect 
‘members to a governing body. 


1. African Development Bank 

2. African Development Fund 

3. Asian Development Bank 

4. Caribbean Development Bank 

5. Commonwealth War Graves Commission 
6. Inter American Development Bank 


7. International Bank for Reconstruction and Development 
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International Boundary Commission 


International Development Association 


. International Finance Corporation 


. International Fund for Agricultural Development 


International Joint Commission 


International Monetary Fund 
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APPENDIX ‘A’ 


Additions/Deletions to Part II Listings 


July 31, 1987 — July 31, 1988 


Name 


106618 Canada Inc. 
106619 Canada Inc. 
106620 Canada Inc. 
| 153333 Canada Inc. 

157710 Canada Inc. 
158226 Canada Inc. 
Air Alliance Inc. 
Aircraft Finance Limited, Ireland 
Aircraft Finance Limited, United Kingdom 
Aviation Finance Limited 
Braeswood Explorations Limited 
-CN Hotels Inc. 

Campbell Resources Inc. 

Canac Consultants Limited 
-Canac International Inc. 

Canac International Ltd. 

Canada Development Corporation 
Canadian Livestock Records Corporation 
Canadian National Hotels (Moncton) Ltd. 

Canadian Petroleum Studies Inc. 
| Canagrex 
| Cape Breton Marine Farming Limited 


Dreco Energy Services 

enRoute Card Europe B.V. 
enRoute Card USA Inc. 

enRoute Network Inc. 

EMS International Ltd. 

European Expedite Limited, Ireland 


European Expedite Limited, United Kingdom 


Express Messenger Systems Incorporated 
| Foothills Oil Pipe Line Ltd. 

Fundy Energy Inc. 

GPA Financial Services Limited 

GPA Holdings Limited 

GPA Insurance Brokers Limited 

GPA Jetprop Limited 

Gelco Express Ltd. 

Gelco Same Day Ltd. 


Guinness Peat Aerospace Limited, Ireland 
Guinness Peat Western Limited 

Havelock Energy & Resources Inc. 
Innotech Aviation Inc. 

International Standard Resources Ltd. 
Keyanaw Oils Sands Ltd. 

Les Huiles La Montagne Inc. 

Mascot Gold Mines Ltd. 

Mission River Petroleum Ltd. 

N.S. Holdco Ltd. 


NWT Co-operative Business Development Fund 


New Nadina Explorations Ltd. 


Downhole Systems Technology Canada Inc. 


Guinness Peat Aerospace Limited, United Kingdom 


Change 


Deleted 
Deleted 
Deleted 
Deleted 
Added 
Added 
Added 
Deleted 
Deleted 
Deleted 
Added 
Deleted 
Deleted 
Deleted 
Added 
Added 
Deleted 
Added 
Deleted 
Added 
Deleted 
Added 
Added 
Deleted 
Added 
Added 
Added 
Added 
Deleted 
Deleted 
Added 
Deleted 
Added 
Deleted 
Deleted 
Deleted 
Deleted 
Added 
Added 
Deleted 
Deleted 
Deleted 
Added 
Deleted 
Deleted 
Deleted 
Added 
Deleted 
Added 
Deleted 
Added 


Deleted 


Notes 


Petro-Canada 

Petro-Canada 

Petro-Canada 

Air Canada 

Air Canada 

Petro-Canada 

Air Canada 

Air Canada 

Air Canada 

Air Canada 

Superintendent of Bankruptcy 

Canadian National Railway Company 

Petro-Canada 

Canadian National Railway Company 

Canadian National Railway Company 

Canadian National Railway Company 

Sold 

Newly created 

Canadian National Railway Company 

Petro-Canada 

Dissolved 

Cape Breton Development Corporation 

Petro-Canada 

Superintendent of Bankruptcy 

Air Canada 

Air Canada 

Air Canada 

Canada Post Corporation 

Air Canada 

Air Canada 

Air Canada 

Petro-Canada 

Petro-Canada 

Air Canada 

Air Canada 

Air Canada 

Air Canada 

Air Canada 

Air Canada 

Air Canada 

Air Canada 

Air Canada 

Superintendent of Bankruptcy 

Air Canada 

Petro-Canada 

Petro-Canada 

Petro-Canada 

Petro-Canada 

Superintendent of Bankruptcy 

Sold 

Created 1986—Omitted from previous 
listing 

Petro-Canada 
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Name 


Northern Canada Power Commission 


Northern Express Messenger Systems Ltd. 


Northwest Territorial Airways Ltd. 
Petro-Canada (Argentina) Inc. 
Petro-Canada Drilling Inc. 
Petro-Canada (Indonesia) Inc. 
Petro-Canada (Malaysia) Inc. 
Petro-Canada (Pakistan) Inc. 
Petro-Canada (South America) Inc. 
Petro-Canada (Thailand) Inc. 
Petro-Canada (Vietnam) Inc. 
Petrole Sud-Ouest Inc. 

Petron Petroleum Ltd. 


Pulp and Paper Research Institute of Canada 


Relco Financial Corp. 


Sun Mountain Development Limited (Cape Breton 


Ski Club) 
Superline Fuels Ltd. 
Sydco Fuels Inc. 
The Gemini Group Automated 
Distribution Systems Inc. 
Touchcom Inc. 
Trans Canada Resources Ltd. 
TransNorthern Pipeline Ltd. 
Trans-Northern Pipelines Inc. 
Viscom International (USA) Limited 
Visnews Limited 
Wapisoo Oil Sands Ltd. 
Westcoast Energy Inc. 
Westcoast Energy Ltd. 
Westcoast Energy Marketing Ltd. 
Westcoast Transmission Company Ltd. 
Wilanour Resources Ltd. 


Change 


Deleted 
Added 
Added 
Added 
Deleted 
Added 
Added 
Added 
Added 
Added 
Added 
Added 

Deleted 
Added 


Added 


Deleted 
Added 
Added 


Added 
Added 
Added 
Added 
Deleted 
Deleted 
Deleted 
Deleted 
Added 
Deleted 
Added 
Deleted 
Deleted 
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Notes 


Sold 

Air Canada 

Air Canada 

Petro-Canada 

Petro-Canada 

Petro-Canada 

Petro-Canada 

Petro-Canada 

Petro-Canada 

Petro-Canada 

Petro-Canada 

Petro-Canada 

Petro-Canada 

Created 1950—Omitted from previous 
listing 

Canadian National Railway Company 


Canadian National Railway Company 
Petro-Canada 
Petro-Canada 


Air Canada 

Petro-Canada 

Petro-Canada 

Petro-Canada 

Petro-Canada 

Canadian Broadcasting Corporation 
Canadian Broadcasting Corporation 
Petro-Canada 

Petro-Canada 

Petro-Canada 

Petro-Canada 

Petro-Canada 

Superintendent of Bankruptcy 
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